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In this issue of Opinions you’l] find 
articles dealing with our recent 
annual Report to Parliament and 
with the important role that 
technology plays in the work of this 
Office. That’s appropriate, because 
the Report was the product of new 
technology which has made for an 
easier and less costly publication of 
the Report. It was the first one 
produced using some new and very 
advanced hardware and publishing 
software acquired last year. For 
more than 10 years, the 600 plus 
pages in English and in French 
versions, have been produced using 
a variety of electronic publishing 
systems. The Report is also 
available on computer diskettes and 
on CD-ROM discs containing 

12 years of annual Reports. This 
hi-tech tradition reflects the fact 
that the Office of the Auditor 
General of Canada has long been a 
user of advanced technology both 
in auditing and in the reporting of 
audits results. Our auditors have 
been using microcomputers to 
access financial transactions in 
government computers for many 
years. The Office was an early user 
of microcomputers and their 
software, some of which was 
developed by the Office and 
subsequently has been distributed 
around the world to other users. 
The Office was also one of the first 
in the public service to introduce 
electronic mail, now the standard 
communications vehicle within the 
Office. 


But the 1990s are a different period 
with different technologies calling 
for development of new and 
different work styles. E—mail 
played an important role in this 
Office in the 1980s as the first step 
towards a comprehensive 
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interconnected communication 
network. Now that we have a 
fully—networked head office and 
data connections to our regional 
offices, I believe we may now 
reasonably contemplate the 
“re-engineering” of audit 
approaches and the development of 
systems to support them. New 
systems and tools that we will 
develop will make audits less costly 
by making the collection, use and 
electronic filing of audit 
information into audit knowledge 
bases easier. Other systems will 
make auditing more effective by 
helping auditors use these audit 
knowledge bases, to develop audit 
observations, conclusions and 
recommendations that will be both 
more broadly based and yet more 
sharply focussed. 


New information technology 
innovations will also help us 
communicate the resulting audit 
knowledge more effectively. The 
format of our report might well 
evolve towards an electronic format 
containing audio and video 
elements as well as the traditional 
text and fixed graphical 
components. It will provide easy 


access, first to a succinct summary 
document, and then elaborating 
electronically into additional 
explanation and evidence. This 
more effective reporting process 
will help us to make our message 
more accessible and persuasive and 
thereby contribute to the 
improvement of federal government 
management. 


ee 


L. Denis Desautels, FCA 
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What was said and written by the 
media, and by others — Reactions to 
the Auditor General’s 1992 Report 


by John Zegers, Principal, Reports and 
Communications 


Auditor General Denis Desautels tabled his second 
annual report in the House of Commons on 

24 November 1992. In the following article, based on 
an analysis of media coverage, John Zegers examines 
the reaction of not only the media but other groups and 
individuals who responded to the Report within a day 
or two of the tabling. 


Many months of auditing work culminated in the 
tabling of Auditor General Denis Desautels’ second 
annual Report to the House of Commons on 

24 November 1992. The Report, a volume of some 
600 pages including 25 chapters on comprehensive 
audits, studies and other audit observations, stimulated 
considerable reaction from the media. This year there 
was also immediate reaction to the Report’s contents 
by some ministers, Members of Parliament and 
parliamentary committees. 


Response to Chapter 1: Matters of 
Special Importance and Interest 


Journalists picked up on several of the ideas the 
Auditor General expressed in Chapter 1, “Matters of 
Special Importance and Interest”, which focusses on 
issues the Auditor General believes are fundamental to 
achieving accountability in government and to 
enhancing our national institutions. 


Stewardship of the national debt is one of the matters 
he discusses. He feels we need to find ways of 
improving the government’s financial disclosure to 
Canadian taxpayers to help them better understand and 
assess the significance of the deficit and debt. He 
refers to his suggestion in his 1991 Report that the 
government prepare and publish a “scorecard” to tell 
Canadians how it has performed in carrying out its 
action plan for deficit reduction. Stating that the 
government has given no indication that it intends to 
publish such a scorecard, he adds, “I remain convinced 
that it should”. The Globe and Mail editorial of 


26 November said: “Mr. Desautels... has wise things to 
say about making government more accountable to 
Parliament for its expenditures. But the Auditor 
General’s most urgent insights are on the problem of 
government finance: the national debt. To put the 
danger in sharper relief, he renews his suggestion of a 
regular ‘scorecard’ to update the public on Ottawa’s 
progress in reducing its budget deficit. This is an 
excellent idea — and one that the government has 
shown no sign whatever of adopting.” The editorial 
builds on the idea of a scorecard and suggests a 
variation: “Mr. Desautels should take his own 
suggestion and begin producing an Auditor General’s 
scorecard. Published quarterly in national newspapers 
and magazines, with plain language and 
easy—to—understand charts and graphs, such a report 
would inform Canadians of the seriousness of the debt 
problem — and chasten governments foolish enough to 
neglect it. The Auditor General thinks that Canadians 
should have a better understanding of the debt. Here is 
his chance to teach them.” 


The Auditor General discussed the scorecard at length 
in an interview with journalist Don Newman on the 
program “Capital Report” (CBC Newsworld). Global 
Television also editorialized the scorecard (Jane 
Gilbert — ‘A few thoughts about keeping score’’), 
encouraging the public to keep a scorecard regularly on 
government performance. 


Journalist Michel Audet of Quebec’s Le Soleil 

(26 Nov.) also supported the idea of a scorecard: ‘“‘The 
auditor proposes that the government use simple 
indicators that would allow the population to measure 
progress in the management of public funds. It is a 
proposal that the federal government should implement 
immediately.” 


A second “matter of special importance and interest” 
raised by the Auditor General is truth in budgeting. On 
this topic, The Financial Post (28 Nov.) wrote: 
“Playing square with Parliament means playing square 
with the taxpayers. The Auditor General stresses the 
need for ‘fresh dialogue between government and 
taxpayers’: that’s sound advice for this and any 
government.” Michel Audet of Le Soleil (26 Nov.) 
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also expressed agreement in an article appropriately 
entitled “For more openness”: “At the risk of appearing 
a bit naive, the auditor believes, and rightly so, that 
greater openness could even help the 
government....The federal government has everything 
to gain by implementing these recommendations and 
by providing more objective information on the cost of 
public services. Better knowledge would be the 
beginning of wisdom for many citizens who believe 
that governments’ resources are unlimited.” 


Several editorials expressed the view that one way to 
improve the timeliness of information and the 
motivation for change would be to establish periodic 
reporting by the Auditor General in place of annual 
reporting. The Edmonton Journal (26 Nov.) noted: 
“Things would change if the auditor general could 
investigate and report publicly when he or she has 
come up with specific issues of public concern. This 
would be a more genuine check on government 
spending than occurs with the bulky annual Report.” 
In an editorial entitled “Once a year not good enough” 
(26 Nov.), The Ottawa Citizen affirms: “There is a 
better way to hold the government accountable: 
replace one afternoon of publicity with several 
throughout the year. The auditor general should be 
free to report spending abuses when they happen, not 
months later. Digesting abuses in bite-sized chunks, 
MPs and the media could focus on specifics and 
solutions....Above all, the government would have to 
deal with being embarrassed regularly instead of just 
one Tuesday a year.” 


Gordon Grant of The Ottawa Sun (27 Nov.) suggests 
periodic reporting and more: “A suggestion: have the 
Auditor General report every couple of months and 
name those responsible for waste — like signing leases 
that are obviously dreadfully expensive. Then have 
these people appear before a parliamentary committee 
to justify their actions.” In a variation on the periodic 
reporting theme, Claude Masson in La Presse (26 Nov.) 
suggests an update every three months on what 
corrective actions have been taken: “Every three 
months Mr. Desautels should make public the progress 
of federal government departments and agencies in 
implementing the recommendations made in his annual 
Report. Strict discipline must be established because 
delinquents waste millions of our collective funds 
every year.” 


Response to the audits and studies 


Tax loopholes, loan guarantees, emergency 
preparedness, the Canadian Forces Reserves, energy 


megaprojects and payments to employees under the 
Work Force Adjustment Policy: these were the six 

issues that dominated media reaction to the Auditor 
General’s 1992 Report. 


Tax loopholes 


“Millions slipping through tax net” The Calgary Herald 
(25 Nov.); “Hundreds of millions lost to tax havens” 


The Ottawa Sun (25 Nov.); “Loose rules let firms avoid 
taxes, report says” The Financial Post (28 Nov.) — 
such were the newspaper headlines spotlighting the tax 
loopholes issue. Not a chapter on its own, the tax 
loopholes issue was an audit note included in the 
chapter on “Other Audit Observations”, which reports 
individual matters that come to the attention of the 
Office of the Auditor General during financial and 
compliance audits of the Public Accounts of Canada, 
Crown corporations or other entities or during our 
comprehensive audits. The matter was reported in a 
five—page section of the chapter and was followed by a 
five—page response from the Department of Finance, 
the department responsible for tax policy. Current tax 
rules on interest deductibility, foreign—source income 
and foreign affiliates allow corporations to structure 
transactions to avoid the payment of income tax and to 
frustrate the general intent of the law. In the opinion of 
the Auditor General, tax arrangements for foreign 
affiliates are costing Canada hundreds of millions of 
dollars in lost tax revenues. 


Editorial comment was forceful. The Montreal 
Gazette’s editorial (27 Nov.) entitled “Tax the 
money-shufflers” stated: “Canada lets corporations 
escape hundreds of millions of dollars by shuffling 
money between various countries. Anyone who has 
been paying attention knows that corporations’ share of 
total taxes paid in Canada has dropped since 1984 
while individuals’ share has risen. That is irritating 
enough. But what Mr. Desautels describes is much 
worse. The tax rules are so loose that companies can, 
for example, shift the income of Canadian corporations 
into offshore tax havens. They can bring income back 
from the offshore subsidiaries in the form of 
tax-exempt dividends. They can even, for Canadian 
tax purposes, deduct interest costs incurred during 
these neat switch arounds.” And under the title 
“Snookered”’, The Toronto Sun editorial (25 Nov.) 
stated: “Desautels has spelled out the kind of 
expensive oversight that convinces us governments 
believe ‘deficit reduction’ is just a catchy phrase for 
speechmaking. Here’s the latest: the Canadian income 
tax system has lost hundreds of millions of dollars 
thanks to gaping loopholes in offshore tax rules. The 
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kicker is that in 1987 the feds promised to plug those 
loopholes.” 


Loan guarantees 


The 1992 Report included a chapter on the Department 
of Finance’s oversight of federal loan guarantees. 
Loan guarantees are one of the instruments the 
government uses to promote economic activities it 
favours. A government loan guarantee is a guarantee 
to a lender that, if a borrower defaults, the government 
will repay the amount guaranteed, subject to the terms 
and conditions of an agreement. By providing access 
to capital on favourable terms, the government in 
effect provides a subsidy. Media reaction to this 
chapter was strong. The news articles carried such 
headlines as “Tories not following own guidelines for 
lending — Desautels” Halifax Chronicle Herald and 
Halifax Mail Star (25 Nov.); “Ottawa breaking own 
guidelines on company loans” The Montreal Gazette 
(25 Nov.); “The auditor questions loans like those 
granted to Canadian Air” La Presse (25 Nov.); 
“Westray got 103% of needs” Halifax—Dartmouth 
Daily News (25 Nov.); “The Auditor General questions 
the effectiveness of loan guarantees” Le Devoir 

(25 Nov.). Editorial comment also was significant. A 
Vancouver Sun editorial wrote (26 Nov.): “The 
government also misleads Parliament, though not 
necessarily maliciously. Loan guarantees, for instance, 
whether they be to Canadian interests or to foreign 
governments, are reported as though there is no risk of 
default. Millions of dollars are added to the debt each 
year because politicians in years past had approved 
such guarantees without really weighing the 
consequences.” A Financial Post editorial (26 Nov.) 
stated: “The AG also referred to the ease with which 
Ottawa issues loan guarantees....Too often, there is 
little attention paid to the fact that if the borrowed 
money is not paid back, the government, as guarantor, 
is on the hook. That means the taxpayer pays.” The 
Daily News of Halifax devoted its entire editorial to 
this issue on 26 November: “The murky financing of 
Westray’s Pictou Co. coal mine by governments is of 
particular interest to Nova Scotians, but the national 
picture of federal—provincial guarantees to corporations 
is no less disturbing, as Tuesday’s auditor general’s 
report revealed. These generous dispensations of the 
taxpayers’ millions of dollars for essentially private 
projects resulted in the mine owned by politically 
savvy Curragh Inc. getting not just most of its start-up 
costs paid for, not just all of its costs, but 103 percent 
in combined federal and Nova Scotia government aid.” 


Emergency preparedness 


“Canada’s emergency-—response planning system is a 
disaster waiting to happen’, affirms Peter Stockland in 
his Toronto Sun article (25 Nov.) on emergency 
preparedness as reported by the Auditor General. 
Many headlines on emergency preparedness tended to 
be dramatic: “Emergency plans alarm sounded” 
Halifax—Dartmouth Daily News (25 Nov.); “Canada 
warned it’s ill prepared for catastrophe” 

The Toronto Star (25 Nov.); “Major catastrophe around 
the corner” The Ottawa Sun (25 Nov.); 
“Auditor—general finds we’re fortunate the earth has 
not moved in BC” The Vancouver Sun (25 Nov.); “In 
case of emergency, don’t call Ottawa, says auditor 
general” Vancouver Province (25 Nov.). Some 
headlines, however, were more matter-of-fact: 
‘Emergency plans are lacking” La Presse (25 Nov.); 
“Emergency planning criticized” The Edmonton 
Journal (25 Nov.). The Auditor General reported that, 
in general, long-standing problems in federal 
emergency planning are not being addressed within a 
reasonable timeframe. The Auditor General expressed 
concern that the delays in developing co—ordinated 
plans for major emergencies will reduce the speed of 
the emergency response, which is a critical factor in 
saving lives and protecting property. In the opinion of 
the audit office, the delays are the result of several 
factors, including interdepartmental jurisdictional 
disputes, allocation of resources to other priorities, the 
complexity of co-ordinating plans with the provinces 
and a lack of sense of urgency. The Report also notes 
that the information provided to Parliament on the 
status of emergency preparedness on a 
government—wide basis is inadequate. 


The Canadian Forces Reserves 


The Report chapter on the Canadian Forces Reserves, 
Department of National Defence, notes many problems 
in this group, an essential component of the armed 
services. It will represent 46 percent of Canadian 
Forces personnel by the year 2000 but now provides 
only limited military capability: human resource 
management processes and systems do not respond to 
the part-time nature of the Reserves; turnout of 
reservists for training and in emergencies is not 
reliable; occupation, training and promotion standards 
are disconnected from operational requirements, and 
training and promotion standards are not enforced; 
there are problems with the acquisition of supplies, 
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equipment and facilities; accountability for Reserve 
performance is inadequate. Journalists summed up 
these problems in various descriptive headlines: 
“Reserve forces top heavy, costly and ill-prepared” 
The Windsor Star (25 Nov.); “Reservists found to be 
out of step with demands of job facing them” The 
Ottawa Sun (25 Nov.); “Militia reserves blasted” The 
Vancouver Sun (25 Nov.). This chapter, and the other 
two chapters on Defence, were summarized in a 
one-page article by Glen Allen in Maclean’s magazine 
(7 Dec. 1992) under the title: “The thin bottom line — 
the auditor general targets the military.” 


In addition to extensive news coverage, the Reserves 
attracted editorial comment. Douglas Fisher, senior 
parliamentary columnist for the The Ottawa Sun, 
comments under the title “Spendthrifts” (27 Nov.) on 
several issues, including the Reserves: “Despite many 
inquiries and reports over several decades of 
inadequacies in training and the equipment of our 
‘reserve’ military forces (what are often called ‘the 
militia’) there has been scant improvement; the 
imbalances in members and training between officers, 
NCOs, and ordinary soldiers, sailors and airmen remain 
glaring; so is Parliament’s failure to enact a policy to 
deal with employers of reservists. The inadequacies 
make foolish the recent defence policy line that the 
reserves are now a key element in the so-called ‘total 
force concept’, that was developed to make savings.” 


Energy megaprojects 


The audit of energy megaprojects assisted and funded 
by the Department of Energy, Mines and Resources 
also attracted a great deal of attention. The audit 
office’s observations on the three megaprojects studied 
pointed to some fundamental weaknesses: lack of a 
comprehensive set of clear and measurable objectives; 
inadequate co-ordination of benefit monitoring; 
deficiencies in the follow-up of environmental 
assessment recommendations and commitments; 
continuing gaps in effectiveness measurement; and 
limited and poor reporting to Parliament and the public 
in Part III of the Main Estimates. Newspaper headlines 
again went from bland to dramatic: “Energy policies 
found lacking” according to The Edmonton Journal 
(25 Nov.); “Big projects, little planning; millions 
squandered: a federal audit” says The Toronto Sun 
(25 Nov.); “Spending on oil projects down the pipe”’ 
says The Ottawa Sun (25 Nov.); “Watchdog slams feds’ 
megadeals” said The Edmonton Sun (25 Nov.). 
Editorial comment was less frequent on energy 
megaprojects. In its editorial “Tory Waste” The 
Toronto Star (26 Nov.) noted: ‘“Megaprojects, such as 


the oil upgrader at the Alberta—Saskatchewan border, 
were also plagued by poor management. Taxpayers are 
on the hook for $3.7 billion, yet politicians are out of 
the loop on job-creation follow-up, project planning, 
and analysis of value for money.” Columnist Terence 
Corcoran in The Globe and Mail (27 Nov.) 
commented: “There are better ways to spend time than 
wandering into an international tax—law jungle looking 
in the dark for a couple of hundred million dollars that 
may or may not be there. Better, for instance, to 
examine the $2.7 billion Ottawa is providing for 
Hibernia, money that most MPs enthusiastically 
approved — even though the Auditor General suggests 
that the purposes of the megaprojects are not clearly 
defined, and even if they were, there is no reliable 
information as to whether benefits are actually 
achieved. Other megaprojects Ottawa has committed 
to under dubious conditions include two heavy oil 
upgraders ($800 million), the Vancouver Island 
pipeline ($150 million) and the OSLO oil sands project 
($46 million so far).” 


Payments to employees under the 
Work Force Adjustment Policy 


The audit that attracted the most attention in the 
electronic media, and much attention in the press, was 
the audit of payments to employees under the Work 
Force Adjustment Policy. These payments are referred 
to as “payments in lieu” or “cash—outs”, although 
television journalists referred to them more frequently 
as “payouts” or “buyouts”. The audit found that some 
32 percent of the 396 payments examined were well 
founded and in keeping with the intent and letter of the 
policy; 35 percent were judged to be without 
foundation; and 29 percent were called into question, 
given the reasons for and the circumstances in which 
they were made. “Ottawa has botched some of its 
voluntary retirement programs,” Bill Casey on CBC 
television reported. The Ottawa Citizen’s David 
Pugliese’s article on 25 Nov. was headlined “Severance 
spending spree — PS workers dumped, rehired at 
taxpayers expense”. Other headlines were less 
dramatic and less specific: “Lay—off payout plan 
called waste of money” Hamilton\Burlington Spectator 
(25 Nov.); “Golden handshake fiasco cost a bundle” 
The Toronto Sun (25 Nov.). Several editors and 
journalists chose to focus on this issue. A Toronto Star 
editorial (26 Nov.) entitled “Tory Waste” said: “More 
than $200 million may have been misspent on buying 
out civil servants — at least 800 of whom returned to 
the federal payroll...” Th wa Citizen’s 26 Nov. 
editorial, “Accountability — So this is good 
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government” states: “Prime Minister Brian Mulroney 
and his colleagues owe taxpayers a complete 
accounting for what Desautels reported. Who is 
responsible for the foul—ups and what is going to be 
done to correct the situation? For instance: ...How 
does the government plan to prevent the misuse of 
severance benefits for public servants? More than 
two-thirds of payments worth $325 million over the 
past six years are questionable or without foundation. 
And hundreds of the 13,000 employees affected since 
1986 ended up back on the government’s payroll. Will 
those responsible for such mismanagement be 
disciplined?” 


Media attention to other audits 
and audit issues 


The six issues detailed above were the most talked and 
written about. However, media attention was not 
limited to them. Other chapters or issues which also 
received considerable attention from the media were 
the following: 


@ GST - the high cost of launching it, the continuing 
problems in administering it and the fact that the 
total cost has never been reported to Parliament; 


@ Department of National Defence — high costs 
resulting from the government’s “‘buy—in—Canada”’ 
policy, budget overruns, unmet deadlines, and a 
cumbersome and expensive system for buying 
military equipment; 


@ Department of Indian Affairs and Northern 
Development — problems in the management of 
Indian forests and establishing federal government 
costs related to the Manitoba Northern Flood 
Agreement; 


@ Department of Public Works’ lease—purchase 
agreement for the Louis St-Laurent Building in 
Hull, Quebec — unnecessarily high costs, poor use 
of information and the Department’s taking on all 
the responsibilities and liabilities of ownership of 
the building without actually owning it; 


e@ Royal Canadian Mounted Police — problems in 
the management of human resources and the large 
gap between the negotiated cost base and actual 
cost of providing contract policing services. 


MP, government and departmental 
reaction to media coverage 


In several instances, reaction to the media coverage 
was swift. The reaction came, in some cases, from 
departmental senior staff and in others from Members 
of Parliament, ministers and parliamentary committees. 


In the case of the Reserves, the day after the Report 
tabling several militia commanders were interviewed 
on the electronic media’s national networks and were 
quoted in the press. For example, in Calgary, Colonel 
John Fletcher, Commander of the Alberta Militia 
District, took issue with criticism of his reservists’ 
ability or willingness to serve. “I can only speak for 
Alberta, but my effective parade strength is 1,404. Of 
these, 68 are in Croatia and 38 are in Cyprus,” he said, 
adding: “There is no question reservists’ skills are 
limited by the time they are able to train. Once 
trained, however, they easily meet regular force 
standards.” Major General John MacInnis, 
Commander of Land Force Atlantic Area, responded 
differently. He vows that the shortcomings highlighted 
in the Auditor General’s Report will eventually be 
solved. “That’s my mandate,” he said. “I can 
recognize that the auditors have noted problems, and 
I’m here to fix it. The Defence Department recognizes 
a lot of discrepancies between regular forces and 
militia and we’re setting about fixing them.” 


The lease—purchase agreement for the Louis 
St-Laurent Building in Hull, Quebec caused Liberal 
Member of Parliament Don Boudria to react 
immediately. Mr. Boudria has led the Opposition’s 
attack on several controversial leasing deals in recent 
years. He insisted the Minister of Public Works must 
justify these deals and explain the Department’s overall 
leasing strategy. He said he will ask the Commons 
Consumer Affairs and Government Operations 
Committee immediately to put the latest deal on its 
upcoming agenda and call the Minister to defend it. 


The chapter on the audit of the Goods and Services Tax 
start-up costs caused Revenue Minister Otto Jelinek to 
react with exasperation, shortly after the tabling of the 
Report. He told a news conference, “I look at these 
headlines and what’s irritating to me about them is that 
it kind of gives the impression that we’ve gone over 
budget or we’ ve lost control of the cost of the GST. 
Nothing could be further from the truth.” 
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The reaction that touched off both a spate of media 
coverage and a number of counter—reactions was that 
of Finance Minister Don Mazankowski to the tax 
loopholes issue. The Minister denied there were tax 
loopholes, but Opposition Members were not 
convinced. Mr. Mazankowski told the Commons that 
what was being called tax loopholes were in fact an 
“incentive to encourage economic growth and 
activity”, and that the tax break for foreign investments 
by Canadian firms is good for the economy. He added 
that the Auditor General has no proof that hundreds of 
millions of dollars are being lost. Liberal Member 
Jean—Robert Gauthier, Chairman of the Public 
Accounts Committee, asked “Why is the government 
giving tax breaks to corporate agencies in Hamilton, 
Bermuda and not in Hamilton, Ontario?” Liberal 
Deputy Leader Sheila Copps told the Commons that 
the Minister was ignoring the evidence of the Auditor 
General, and she accused the Tory Government of 
allowing a “legally sanctioned tax ripoff’. When 
questioned by reporters on Mr. Mazankowski’s 
comments, Auditor General Denis Desautels said his 
estimate of the tax loss was a conservative one and 
noted the federal government hasn’t been enforcing its 
tax dodge rules. Three days after tabling, The Globe 
and Mail (27 Nov.) published an article by Alan 
Freeman of the Parliamentary Bureau, entitled, 
“Mazankowski, auditor still at loggerheads”. The 
journalist reported that, although Mr. Mazankowski 
had told the House of Commons repeatedly that the 
Auditor General’s allegations were “unsubstantiated”, 
he had appeared to soften his tone. Mr. Desautels did 
not back off his allegations, however: “I have no 
doubts about our credibility,” he told reporters earlier 
in the day, after the issue was raised at a Commons 
Public Accounts Committee meeting. “We have lots of 
documentation. We based what we said on very 
exhaustive research.” 


Reaction from parliamentary committees to certain 
issues in the annual Report was also rapid. The Public 
Accounts Committee (PAC) held a planning meeting 
two days after the Report tabling to schedule hearings 
on certain chapters and issues. As a result of that 
meeting’s deliberations, the Committee tabled a short 
report to the House the same day recommending that 
the Auditor General and the Department of Finance 
meet as soon as possible to clarify their respective 
positions on the audit note dealing with tax loopholes. 
The Committee also immediately scheduled two 
hearings on the issue for 8 and 10 December, two 
weeks after tabling. 


Other committees have asked the Auditor General to 
appear: the Standing Committee on National Defence 
and Veterans Affairs asked him to attend on 

1 December, only a week after tabling, to discuss all 
the issues regarding the Department of National 
Defence that were raised in the 1992 Report. The 
Standing Committee on Finance’s Sub—Committee on 
International Financial Institutions requested that the 
Auditor General appear on 8 December for a hearing 
on this year’s Report chapter on Canada’s participation 
in the Bretton Woods Institutions and the European 
Bank for Reconstruction and Development. Such 
quick response to the 1992 Report is encouraging for 
the Auditor General and the Office. 


Few journalists this year commented on the Auditor 
General himself, Denis Desautels. One of the 
exceptions was columnist Douglas Fisher of The 
Ottawa Sun (27 Nov.). Fisher warned: “Do not be 
deceived by reports the newish auditor general of 
Canada has come on softly, trying to be more a gentle 
guide than a correcting challenger to the Mulroney 
Government. His vocabulary’s less bristling and 
there’s philosophizing on matters like informing the 
public and minding the public debt; nevertheless, this 
report is a harsh indictment of too much spending and 
it opens up the grossness and variety of federal 
administrative follies.’* 
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1992 Tabling Day 


by Ann Wesch, Editor, Reports and Communications 


Auditor General Denis Desautels tabled his second annual Report to the House of Commons on Tuesday, 
24 November 1992. Tabling day 1992 followed much the same format as previous years. 


The report was tabled at 2 p.m. in the House of 
Commons. Until tabling, the day was taken up with 
three events — a Public Accounts Committee (PAC) 
in-camera hearing, a Member of Parliament preview, 
and a media lock-up. 


Media lock-up: 


Journalists trickled in after the 9 a.m. start and began the mam- 
moth task of digesting the several hundred pages of the annual 
Report. 


Turnout at the media lock-up was good. Over 80 journalists and 
technicians attended. The lock-up was held once again in Room 
200 of the West Block. 


By noon photographers and camera operators arrived to shoot 
footage as television reporters began their reports for the 
evening's news. 


poe 


It is now a familiar sight to see banks of computers set up for wire 
services staff. 


As well as the annual Report, journalists used the main points 
booklet and many viewed the annual Report video. OAG text 

search was available and the chapter authors were on hand to 
provide additional explanations. 
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Members of Parliament preview and in-camera hearing: 


In the Centre Block, the Public Accounts Committee hosted a 
confidential preview of the annual Report and held an in-camera 
hearing to obtain an overview of the Report from the Auditor Gen- 
eral and his two audit operations deputies. The Office provided 
administrative support, supplying both the Report video and OAG 
text search services. 


The preview gives Members of Parliament and their research staff 
an opportunity to become familiar with the major issues, some of 
which they subsequently bring up in Question Period after the 
Report is tabled. 


During the in-camera hearing, Auditor General Denis Desautels 
and Deputy Auditors General Larry Meyers and Raymond Dubois 
provided an overview of the Report and responded to the questions 
of Committee members and other MPs. 


MPs come and go to the preview. However, copies of the annual 
Report do not leave the committee room. Research staff must stay 
in the room until tabling. 


There was much interest in the chapters on the Department of 
National Defence and the responsible auditor, Tom Hopwood, was 
called to the table to answer MPs’ questions. 
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Making a difference for Canadian 


taxpayers 


by Denis Desautels, FCA, Auditor General of 
Canada and Dan Rubenstein, Principal, Reports 
and Communications 


On Friday, 20 November, all Ottawa staff were invited 
to attend a briefing on the 1992 Annual Report and 
other Office activities. Auditor General Denis 
Desautels discussed chapter 1, organizational matters, 
Office priorities and the future. Principal Dan 
Rubenstein has put together an overview of the Auditor 
General's remarks. 


Today is the one time during the year when everyone is 
gathered together to celebrate the tabling of another 
annual Report. This event is very important for an 
organization like ours, which is so focussed on a 
particular product and on a particular day. 


First, I would like to start by congratulating all of you 
for having produced another excellent annual Report. 
As you will see this morning, the Report touches on a 
number of very pertinent issues that are of interest to all 
Canadians. It is a document that is very professional 
and that deals with a wide range of issues — from 
search and rescue to loan guarantees. 


The Report is a good mixture of studies and audits. It is 
also a Report that is larger than last year’s. There are 
more chapters and more pages. The Report is well 
written, well illustrated and overall it is a document of 
excellent quality. I think that with this Report, and with 
what we have done already this year in our financial 
audits, compliance audits and special examinations, we 
have already made a difference, and we will continue to 
make a real difference. That will be evident in the 
weeks and months to come. I think everyone here 
should feel a real satisfaction because it is an effort to 
which the entire Office has contributed. 


A fact that is important to emphasize is that there seems 
to be general agreement with departments, and with the 
federal government, on our conclusions and our 
recommendations. In certain cases, departments have 
already undertaken measures to correct weaknesses that 
we have raised. The advantage to this is that it 
produces faster interventions by the departments, faster 
results, and all of this is good for the taxpayer. In 
addition, it will, I believe, make the Public Accounts 
Committee hearings on the chapters more effective. 
There are, however, certain exceptions, where the 
government is not in agreement with us. But I believe 
there are more cases of real agreement than in 
preceding years. 


You will also notice in this year’s Report some 
examples of what I would call “rapid reaction” on the 
part of the Office. The chapter on Work Force 
Adjustment was something that was not planned for the 
Report this year, but the Office reacted to a situation 
and produced a chapter. The Emergency Preparedness 
chapter was planned for the 1993 Report but, because 
work was completed more quickly than planned, we 
published it in 1992. 


Quick overview of Chapter 1 — Matters 
of Special Importance and Interest 


Chapter 1 touches on two broad issues that are of 
utmost importance to me, and J think to all of us. The 
first broad issue is that of greater accountability, and we 
find it throughout the whole report. The second broad 
issue is that of the enhancement of our national 
institutions such as Parliament. More specifically, 
Chapter 1 touches on seven different areas that I would 
like to quickly cover now. 


The first area is the question of information for 
Parliament. The Office is pushing for “mission driven” 
reporting. By this we mean reporting that reflects the 
broader role of government in society and the economy. 
One key notion is that departments should recognize 
there is a qualitative difference between the information 
needs of departments and those of Parliament. Every 
bit of information need not flow into Part III of the 
Estimates and go to Parliament. We don’t have 
complete unanimity with government on this matter but 
I think the subject of information for Parliament is at 
the top of the list of priorities of the Public Accounts 
Committee. We should have interesting discussions on 
that during the year. 
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A second theme that’s discussed in Chapter | is what 
we Call “truth in budgeting”. We’re calling on the 
government to call a spade a spade when it comes to 
accounting for loan guarantees, loans to other 
governments, and investment in international 
development banks. Currently some of the spending is 
done in a “two-step fashion”. First, Parliament is asked 
to approve a one dollar vote. A few years later 
Parliament may be asked to approve estimates in the 
hundreds of millions of dollars. Once the guarantee is 
initially given, Parliament has no choice afterward but 
to approve the actual funding. 


A third subject in Chapter 1 is the funding arrangements 
between First Nations and the government. Chapter 1 
talks about the need to resolve the long-standing 
dilemma of accountability for funding provided to First 
Nations. The Office wants to keep the subject alive, 
keep the pressure on to resolve some fundamental 
questions surrounding the funding relationships between 
the government and First Nations. 


A fourth subject in Chapter 1 is protection of the 
environment. We underline the need for partnerships 
that don’t duplicate effort, that don’t allow protection of 
the environment to fall between jurisdictional cracks. 


Next, Chapter 1 talks about public service reform. We 
call for a real commitment to reform from the highest 
authorities. We underline the need for leadership to 
sustain the current reform until it’s really accomplished. 
At this point, I don’t think the government has reaped 
the full benefit of this reform for the people that count, 
the people the public servants serve — all Canadians. 
The current reform initiative still has a long way to go. 


Another theme in Chapter 1 is information technology. 
This reflects a higher level of interest in the subject 
from the Public Accounts Committee and the reality 
that there are huge projects going on right now, projects 
that run into a few hundred million dollars each. We 
strongly support the need for government to invest in 
information technology, to reap the benefits of such 
technology. But megaprojects must be managed very 
carefully. Somebody has to be in control, somebody has 
to ask the tough questions before those projects 

go ahead. 


The last subject addressed in Chapter 1 is the 
stewardship of the national debt. We underline the need 
for understandable indicators of what we call 
“affordability”. The Office calls for more 
future—oriented information that will enable Canadians 
to assess their financial situation today. When we call 
for long-term information, we don’t mean information 
five years down the road as is now provided by the 
Department of Finance when it prepares the annual 
Budget speech. We call for information that looks 20, 
30 or even 40 years down the road, because we feel that 
nobody can understand the real situation today unless 
they understand the consequences of projecting the debt 
load, and the other obligations, that we have 
accumulated today. We articulate concepts such as the 
insidiousness of gradualism. Now that’s a mouthful and 
I invite you to read what that means. We also talk about 
the arithmetic of compound interest. These concepts 
suggest Canadians can’t be overly comfortable by just 
looking at the situation today. 


What is really called for here is a rational forum for the 
discussion of these issues. It’s one thing to provide 
more information, better information to an informed 
electorate, but this is of limited use if there’s not a 
proper forum for discussing these complex issues of 
debt and deficits, and for resolving them. In addition to 
underlining the need for a better forum for discussion, 
we call for a study. 


The annual Report is only one of the 
many things going on in the Office. 


I would now like to leave the annual Report to cover 
other important Office initiatives. This past year has 
been a year of accomplishments. During the year, we 
have published not only our annual Report but other 
individual reports, such as those on Crown corporations. 
The Office has published two special studies, one on 
internal auditing and one on the history of public 
service reform. These two studies have already 
attracted considerable attention and interest. The Office 
published the proceedings of a symposium on special 
examinations in Crown corporations. Very soon, the 
Office will provide results of our audit on joint services 
to the House of Commons and the Senate. Then there is 
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our opinion on the government’s financial statements 
for 1991-92. 


On the international level, we have continued to 
maintain a very strong presence. This is obvious from 
the work we have done with the International 
Organization of Civil Aviation in Montreal, the 
International Atomic Energy Commission, INTOSAI 
and the IDI Programs that we manage for INTOSAI 
from within our Office. However, we have rationalized 
our international participation because of the budgetary 
restrictions currently in place. 


During the year we have successfully responded to these 
severe financial constraints. We undertook three 
initiatives: the Strategic Planning Exercise, the Quality 
Management Program and the Operational Review. 


For the Strategic Planning Exercise we put together a 
task force consisting of the Deputy Auditors General, 
the Assistant Auditors General and selected Principals. 
The task force’s objective was to review the mission of 
the Office, our vision of our role, as well as to put 
together a complete strategic plan for the future. This 
strategic plan will comprise more than a vision and a 
mission. It will be a statement of common values, of 
key capabilities, of strategies and action plans. In the 
new year we’ll be in a position to show the plan to all of 
you. The objective is to build a common understanding 
of what we’ll be doing in the future. There’s been good 
team building and I look forward to reaping the benefits 
of that. 


The second big effort that we started last year is the 
Quality Management Program. A critical element of 
this program is our consultation efforts. The first series 
of consultations were with what we call our “external 
stakeholders”, We met during the year with groups of 
deputy ministers to find out how they viewed our 
Office. This was extremely interesting and useful to us. 
We will be doing the same thing with different groups 
of Members of Parliament. We are also discussing the 
possibility of conducting focus group meetings with 
citizens. By all three of these initiatives — talking to 
bureaucrats, talking to politicians and talking to citizens 
— we should have a fairly clear understanding of what 
people expect from us and how well we’re fulfilling 
those expectations. 


I don’t see these as one-shot exercises, either. I think 
these are things that we should do periodically so that 
we can measure our progress with each of these 


constituent groups. The other consultation that we will 
undertake within our Quality Management Exercise is 
with you, the employees of the Office. We will be 
sharing these results with you in early December. 


Finally, the last initiative is the Operational Review, 
which is going on right now. Most of the work is 
completed. As you know, we put this in place this 
summer, following financial pressure that was brought 
to bear not only on the Office but on all departments 
and agencies. The objective was to find ways to reduce 
costs, both immediately and in the years to come, by 
scrutinizing all our activities. This work will affect the 
Office in fundamental ways. New audit work has been 
imposed on the Office and we have to find ways to use 
a shrinking budget to do it and all our other audit work. 


In conclusion, I would like to say a few words about the 
future. I believe that as an organization we must put all 
of our efforts into encouraging a government that is 
responsible, honest and productive. To do that, we must 
be fair and sensitive to the complexity that is inherent in 
government operations. We must recognize what the 
government does to be accountable and open, to put 
into place the best practices. However, if during our 
audits we discover flagrant examples of waste, inertia 
and questionable practices, we must have the courage to 
call it as we see it. Good relations with clients (and I 
have spoken about this on several occasions since my 
arrival in the Office) are an essential element in all of 
our audits; but we must know when to be in agreement 
and when not to be in agreement with the bureaucracy. 


So the challenge for all of us next year revolves around 
making a difference for the Canadian taxpayer. 
Canadian taxpayers very much want and need a friend 
in Ottawa that they can trust. They count on all of us, 
on all of you here, to watch out for their interests. It’s 
critical, during what some have termed the fall and 
winter of our national discontent, that we all deliver on 
that trust. I think it should be a prime motivator for all 
of us. I certainly can say that it is a prime motivator for 
me. So please, in the year ahead, let’s all continue to 
make a difference. Your work is very much appreciated 
by countless people. Thank you very much. * 
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Sharing technology 


The Electronic Briefcase in the GAO 


by Mark O’Connor and Leslie Goddard 


The Electronic Audit Briefcase has been described in 
previous issues of Opinions (see “ADAPT: a Success 
Story”). The Office continues to explore the application 
of information technology, and several important 
partnerships have been initiated to provide the best 
tools at the lowest cost. This article explores the 
partnership that we have formed with the General 
Accounting Office (GAO) of the U.S.A. 


Using the electronic audit briefcase in 
the GAO 


Just arrived in the GAO, Abe Akresh, Director of the 
Audit Assistance Group in the Accounting and 
Financial Management Division (AFMD), found that his 
division was going through a major change in mandate. 
The new Chief Financial Officers Act required agencies 
and departments to prepare annual financial statements, 
many for the first time. These new statements needed 
to be audited. Abe’s group was expected to find tools 
that would help them accomplish this monumental task. 


Currently available technology that could fit in with the 
new methodology being developed was identified as the 
solution. Requests for information were sent out to 
major US audit firms and software vendors and the 
OAG of Canada. 


In Washington; John Adshead, Eric Anttila, Janet Jones and Mark 

O'Connor meet with GAO and Health and Human Services Inspec- 
tor General representatives to discuss the pilot electronic briefcase 
project. 


After receiving the information, the GAO called Canada 
and asked whether the electronic briefcase they had 
seen and heard could be pilot tested. Three different 


types of audits were chosen: Customs, the Hill and 
Health and Human Services. 


Within days Canada sent a group from Computer Audit 
and a director from our Customs team to Washington to 
explore this partnership possibility. 


The OAG knew this would be a good opportunity to 
share Canadian technology and expertise, and to help 
repay the GAO for the advice we often sought from 
them about new initiatives and value-for-money audits. 
Both parties realized how similar their technology needs 
for the future were. The potential was there to work 
together to share costs on these common needs. 


One year later 


Near the end of Phase | of the pilot, it has been 
declared an overwhelming success. During the year the 
pilot resulted in: 


@ the initiation of new audits in two areas of concern, 
now made possible with these new tools; 


@ more timely and more effective analysis of the 
Presidential Budget; and 


@ the integration of computers into several teams’ 
planning and preparation of audit procedures. 


Probably the most important benefit was the feeling by 
members of the pilot team that they could now access 
data themselves. Significant software and hardware 
acquisitions to expand the use of the electronic 
briefcase have already taken place. In addition to the 
exchange of AuditPro, the GAO division has purchased 
licences for other electronic briefcase software, 
including I.D.E.A. and ABC Flowcharter. 


For a “standing room only” presentation at the May 
1992 GAO conference, four auditors/evaluators outlined 
how they used: 


1) AuditPro between Washington and San Francisco; 
2) I.D.E.A. on the presidential Budget; 


3) I.D.E.A., Email and charting at Health and Human 
Services Inspector General; and 


4) FAST and I.D.E.A. at the Federal Deposit 
Insurance Corporation. 


After the conference Abe Akresh sent an Email which 
included the comment, “I am extremely pleased with 
the way the electronic briefcase project is moving. The 
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Technical Conference clearly demonstrated that GAO 
auditors can use software to be more effective and 
efficient.” 


Training and commitment 


The project began with an intensive training week for 
GAO and Inspector General staff from all over the 
U.S.A. The most important foundations had already 
been established through commitments between Denis 
Desautels, Auditor General of Canada, and Charles 
Bowsher, Comptroller General of the GAO. The plan 
for a multi—phased pilot with intensive involvement by 
Canada in the first year was ready to begin. 


As an early success story, Stephanie Radecic, CPA, of 
the Health and Human Services Inspector General, used 
I.D.E.A. to discover duplicate payments for services. 
She was very impressed: “I.D.E.A. is fantastic. It had a 
big impact and resulted in two new audits.” Through a 
system review she had detected a potential weakness; 
now she had the tools to prove her hypothesis with 
little, if any, technical assistance. I found I.D.E.A. to be 
so easy to use. I am not a programmer. Now I feel 
almost ‘data bionic’ as I have full access to the books”. 


Stephanie has even found an ingenious personal use for 
I.D.E.A. She uses I.D.E.A. to analyze data downloaded 
from her electronic diabetic “blood sugar monitor’. 
One now understands the “bionic” part of her 
comments. 


Stephanie has gone on to use AuditPro, Email and 
charting in her work. In her opinion, the electronic 
briefcase is a powerful tool that allows an auditor to 
work faster and more effectively. She believes that 
packages like AuditPro and I.D.E.A. are needed in U.S. 
audit organizations, especially in those auditing highly 
automated entities. ““With software packages like 
].D.E.A. and AuditPro we can eliminate cumbersome 
manual processes, save time on audit planning tasks and 
focus more on the actual audit.” 


Bert Rosen, who heads up the electronic briefcase pilot 
in the GAO’s Accounting and Financial Management 
Division, agrees. He notes that the tools available in the 
briefcase allow “more flexibility than ever before”. He 
also picks out I.D.E.A. as especially time— and 
cost-effective, and says that AuditPro and FAST are 
also useful in day—to—day audits. The electronic 
briefcase, he states, saves re—inventing the wheel. He 
would like the briefcase to become part of every 
auditor’s tool bag. 


The GAO Customs team has been using AuditPro to 
plan audit procedures during the detailed planning 
stage. After the programs were prepared, some of the 
audit evidence and analysis was attached to the audit 
steps. This will be facilitated when network access 
within the main building and nation—wide becomes 


available; it will then be possible to share audit files at 
any audit site. 


While in Washington visiting the 
GAO, continuing partnership with 
the Housing and Urban Development 
(HUD) Inspector General was also 
fostered. AuditPro has been tested in 


two of HUD’s regional offices. 
Morris Grissom from HUD has done 
extensive demonstration of AuditPro 
at Audit Forums in many cities in the 
USS.A.. 


In the short term Bert is discussing with users how to 
modify AuditPro to encompass GAO methodology and 
forms and to help make the GAO’s AutoCare (AutoCare 
helps control and tabulate Internal Control 
questionnaires) and the OAG’s AuditPro complement 
each other. 


Spin-off benefits 


“Significant sharing of technology knowledge and skills 
has been accomplished,” says Mark O’Connor, the OAG 
project leader. “For both offices, Graphical User 
Interface (Windows-like functions) is very important to 
the vision of the future in audit software.” In that spirit 
the GAO has spear—headed a study of charting software 
which has resulted in both countries testing several 
commercial software packages. The GAO has chosen 
the first audit application in Windows. They have 
purchased ABC Flowcharter, a windows-based charting 
package for auditors. 


Stephanie Radecic, Health and Human Services, in training session 
with instructor Mark O’Connor, Principal, OAG 
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“Windows-—like functionality, promised by the software 
vendors, will be important to the preparation of working 
papers and audit reports. In addition to easier learning 
of new software it promises features such as the ability 
to see and work on several documents on the screen at 
the same time, copy text and graphics and even sound to 
your documents, cross-reference tables and detailed 
analysis even after they change. It is easy to imagine 
how the auditor can use this now. The challenge is how 
we might change our audit process and products.” 

Mark also cautioned that it is still early because most of 
the developers of the new commercial software are still 
working out the full “Windows” functionality. 
Equipment for auditors will require upgrading as well. 


Canada has also tapped into the excellent GAO training 
initiatives for auditors. In particular, we used training 
materials from the Information Management and 
Technology division (IMTEC) on the five principles of 
successful systems development, as part of our 
Managing Technology in Audits seminar presented to 
senior managers. 


Presentations by major audit firms and software firms 
were often scheduled by the GAO to coincide with 
Canadian visits. These jointly attended presentations 
have highlighted the need to invest in and use 
information technology to make audits both more 
effective and more efficient. They also help us to 
understand where our tools need more work, and where 
other software might supplement our collection. 


During this project the GAO has completed financial 
audit methodology in the form of the “Financial Audit 
Manual”. The OAG of Canada has had an excellent 
Opportunity to contribute ideas and obtain early and 
final drafts of the manual. 


ee 


The first training class for the electronic audit briefcase in Washington, D.C., U.S.A. 


Vienneau and Yves Godbout. 


<ssese" 


Future initiatives 


Our work with the GAO has been mutually beneficial. 
Future sharing of research and development costs 
appears possible in at least three major areas; 


1) software support for new sampling approaches; 


2) modification of the DOS version of AuditPro and 
planning a possible Windows version; and 


3) initiatives to re-engineer the audit process. 


We look forward to watching the Electronic Audit 
Briefcase grow in both use and power in Canada and the 
GAO over the next few years. * 
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Canadian instructors were Mark O'Connor, Aline 
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Re-engineering and the audit 


professional 


by Bill Johnston, manager, and Eric 
Antilla, Principal, Audit Operations 


Bill Johnston and Eric Anttila 
examine the concepts of 
re-engineering and then discuss 
what re-engineering could mean in 
terms of auditing. This article is 
excerpted from a longer one. 


What is re-engineering? One of 
the buzz words of this decade is 
re-engineering. Like most buzz 
words, it is used too frequently and 
with too little understanding. This 
is unfortunate, because 
re-engineering is a very powerful 
concept whose application will 
affect all of society and the 
accounting and auditing professions 
in particular. 


Let’s first look at the basics. 
Re-engineering is the re-design of 
work processes. While 
re-engineering can be done at any 
time, it is most usefully done to 
take advantage of changed 
circumstances, for example, the 
availability of new technology. 
That’s easy to understand. What’s 
harder to understand is why it is not 
always done, why it is so hard to do 
and why we should compel 
ourselves do it. 


In fact, the adoption by the Office 
of Total Quality Management 
(TQM) creates an ideal opportunity 
for re-engineering. The concepts 
of TQM demand that the design of 
fundamental processes be 
re—considered in light of changed 
circumstances or in contemplation 
of possible change. 


W. Edwards Deming, the individual 
most directly identified with TQM, 
comments on the difference 
between improvement and 
innovation: “While market research 


is important, it is not enough, 
because the research measures past 
demand and doesn’t predict what 
the customer will want in the 
future. The most productive and 
successful companies focus on 
increasing a market by staying one 
step ahead of the customer and 
coming up with brand—new product 
innovations that will inspire his 
imagination, rather than battling for 
market share in an already crowded 
arena. ... No advance is made by 
the customer. None asked for 
electricity, or the automobile, the 
camera, pneumatic tires, or the 
copying machine. The customer 
can think only in terms of what you 
and the competition offer... 
improvement is important, but it’s 
not enough.” 


Re-engineering is about 
innovation. 


Why is 
re-engineering hard 
to accomplish? 


There are two reasons why 
re-engineering is hard to 
accomplish. The first is the conflict 
between expectations for 
re-engineering and the value 
systems of most organizations. The 
second is the intellectual difficulty 
of the task. 


Re-engineering implies stepping 
beyond the domain of established 
practice and trying possibilities that 
have never been tried before, and 
occasionally even trying 
possibilities that have already been 
tried unsuccessfully under other 
circumstances. This is not 
“normal” bureaucratic behaviour. 
In bureaucratic organizations, both 


private and public, there is a 
tendency to minimize risk at both 
the personal and corporate level. 
Certainly, both individuals and 
organizations can reduce their risks 
by carrying out appropriate tests 
and trials. But the bottom line is 
that there are no facts about the 
future and there is no absolute 
certainty that any proposal will 
succeed, even when it appears to 
have worked in some trial 
context. 


In assessing opportunities for 
re-engineering, any organization 
must consider how prepared it is to 
deal with assessing individuals and 
groups on their batting averages 
rather than on the standard criteria 
of risk aversive groups. 


We note that Babe Ruth, the 
legendary baseball player of the 
twenties was the strike—out king of 
baseball at the same time as he was 
the home run king. 


The intellectual 
challenges of 
re—engineering 


It is difficult to overstate magnitude 
of the intellectual challenge of 
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re-engineering. When starting to 
re-engineer, we must first 
overcome the inertia of accepted 
methodology, which we often 
accept without thinking, and whose 
design is often implicitly 
constrained by the limitations of 
old, even forgotten, technology. 


Re-engineering physical 
processes and products 


The next problem is one of 
abstraction. The task of 
re-engineering is difficult enough 
for physical systems where the 
objectives seem clear, the processes 
visible and the products tangible. 
Consider the technology of steam 
locomotives. The best people who 
were working on steam locomotive 
design in the 1940s were truly 
competent and inspired designers, 
and we had some of them in 
Canada. But they tended to believe 
that the answer to the limitations of 
the then current steam locomotives 
was a better steam locomotive. 
Generally, those steam locomotive 
engineers were ill-prepared to 
consider even another type of 
locomotive, even though they knew 
about electric locomotives and they 
knew that diesel locomotive 
technology was improving. It was 
harder still for them to contemplate 
a completely different form of 
transportation, for example, a 
non-railway alternative like a 
conveyor system. 


Rapidity of change 


Finally, we must consider the rate 
of change we now seek. If the 
locomotive engineer who had 
driven the first train in central 
Canada in the 1850s had been 
transported in time to the 1950s, 
when steam was still king on the 
rail, he would have found 
significant improvements but little 
fundamental change in locomotive 
technology. 


Compare this with the enormous 
change in information technology 


which has taken place in thirty 
years, and the incredible changes in 
personal computer technology 
which have taken place in only 
fifteen years. 


What would 
re-engineering mean in 
terms of auditing? 


The mandate of the Auditor 
General is, according to the Auditor 
General Act, to audit and report. 
Re-engineering means 
re-examining why and how we 
audit and why and how we report. 
Re-engineering suggests the 
following analysis: 


@ the objective of the task is 
re—considered from first 
principles; 

@ alternative means (technological 
and other) of achieving that 
revised objective are assessed; 
and 


@ new processes are defined and 
new technology is developed to 
support them. 


Before proceeding, we might note 
again that the content of this essay 
is speculative and reflects only the 
opinion of the authors. 


Re-engineering the Office 
mandate and mission 


So why do we write reports? The 
simple answer is to communicate 
audit findings, observations, 
conclusions and possibly 
recommendations up the audit 
management hierarchy and 
ultimately to the client. 


If we see our mandate in terms of 
producing each year a Report which 
describes the results of the audits 
completed in the previous twelve 
months, our current understanding 
of the knowledge generation and 
document creation and management 
processes may be adequate for the 
task. But if we see our challenge in 
some larger light, as one of 


consolidating and integrating our 
audit results into more broadly 
based advice than we have ever 
provided, then we must see auditing 
and reporting from a different 
perspective. Re-engineering does 
not necessarily imply either a new 
mandate or a new mission 
statement, but it might imply 
Carrying out the mandate and 
mission with re-defined processes. 


Re-engineering even questions why 
audit reports are prepared. 
Certainly communicating the 
results of an audit project to one’s 
supervisor is one reason. But 
beyond the hierarchial 
communication requirement, each 
audit document makes or should 
make a contribution to the 
collective knowledge base of the 
Office. That is, an audit report 
prepared for a specific audit scope 
might also make a contribution to a 
better understanding of some larger 
issue. Ensuring that all documents 
have the maximum opportunity to 
contribute to such a larger 
knowledge base and broader 
analysis implies that each document 
must be exceedingly well and 
explicitly structured. That 
structuring would provide the report 
author with a better mechanism for 
presenting the audit information for 
most effective communication. 


Auditors recognize the requirement 
for structure within and among 
documents. For example, audit 
evidence must be cross-referenced 
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for easy and effective access. The 
Government of Canada’s Treasury 
Board Secretariat is already 
researching how logical structure 
can be implemented among 
documents. Consulting and Audit 
Canada is considering the nature 
and role of the knowledge 
generation and document creation 
processes as they apply to audit. In 
terms of generating knowledge, 
authors like William Zinsser 
describe the process of rewriting as 
structured thinking; the provision of 
word processing capability to report 
authors contributes to the 
generation of audit knowledge. 


The reporting of insights provided 
by lessons from past efforts is 
considerably more difficult than 
reporting on specific audits for two 
reasons. First, many readers 
already regard our annual Report as 
too large. Second, at the same time 
readers are sometimes concerned 
that the Office’s Report does not 
provide sufficient information on 
any specific audit. Thus the annual 
Report appears to be 
simultaneously too big on the 
outside and too small on the inside. 


Reporting on these insights will 
only make this problem worse. 
While they might be described 
succinctly, they may not be credible 
without reference to many separate 
departmental audits, possibly 
conducted over a number of years. 
The inclusion in a printed report of 
the amount of material required to 
meet the needs of all readers would 
result in a gargantuan volume. 


In a paper world, 
such insights are 
therefore effectively 
unreportable. 


Since 1988, the Office has 
published an electronic version of 
its annual Report. The printed 
report might be viewed as the 
master document and the electronic 


version is a subset of it in that the 
latter does not contain any 
illustrations. On the other hand, the 
usability of the text in the 
electronic version of the Report is 
enhanced by the inclusion of a 
powerful and user friendly text 
retrieval engine. 


A re-engineered Report, capable of 
conveying such insights, could be 
produced and published as an 
electronic document which would 
contain text and illustrations as they 
would be printed, combined with 
audio and video segments where 
useful to support the printable 
material. The electronic Report 
would then become the master from 
which only a subset would be 
printed. 


The electronic document could 
contain the insight succinctly set 
out in summary form. It would be 
supported by other documents 
necessary either to enhance 
comprehension by providing 
additional explanation or to 
enhance credibility by providing 
supporting analysis or even 
evidence. The supporting material 
would be electronically linked to 
the summary document and the 
reader could “drill down” from any 
desired point in the argument for 
additional explanation or evidence 
as necessary. The report would 


effectively be only as large as each 
reader needed it to be. 


Such electronic documents are 
already being created in other 
domains and the Office now has the 
capability to produce them as well 
if desired. The difficulty in 
producing such an electronic 
document is no longer technical, 
but is related to the intellectual 
problem of deducing what the 
insight is and organizing the 
supporting material to explain and 
demonstrate it. 


Re-engineering auditing 


The re-engineering of auditing is 
far too broad a subject to be dealt 
with in an article on the effects of 
re-engineering on people. Let us 
continue to use as an example the 
consequences of reporting on 
insights and the use of the enhanced 
electronic Report which that task 
might require. 


Our auditors routinely produce 
substantiation binders in support of 
report chapters. In these 
substantiation binders, the evidence 
collected and the analysis done is 
cross-referenced to the chapter so 
that any senior auditor can quickly 
see the support for any point made 
in the Report. What differs in 
reporting on insights is the scale of 
the task. Documenting these 
insights requires integrating the 
work and results of many audits 
into one report. Here the 
availability of technology can free 
us to contemplate more complex 
but more worthwhile subjects. But 
in fact, there is nothing which 
computers can do which people 
cannot. Computers make possible 
the management of larger amounts 
of information and make faster 
access to it possible. The 
re-engineering of auditing is, at 
least in this respect, the 
re-engineering of scale. The 
professional task is to devise how 
that integration can be achieved. 
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Currently, individual audit teams 
audit individual departments. 
While there is a body of shared 
knowledge and common direction, 
for example, as embodied in the 
Office’s Comprehensive Auditing 
Manual and Audit Guides, there is 
room for considerable variation in 
practice to make each audit fit the 
realities of its client department. 
Even at this early stage of 
re-engineering, two things seem 
necessary for this integration. First, 
there must be a means of 
information sharing, subject of 
course to the real but limited 
requirements for confidentiality and 
security, on a timely basis. In this 
respect, timely means within hours 
or days of an event. Second, there 
must be some way of encoding, 
within documents, a sense of their 
logical structure as discussed 
earlier. 


How would 
re-engineering affect 
auditing professionals? 


The Office’s information 
technology strategy has been to 
supply auditors with the best 
available tools, and this has been 
done. Auditors have one of the best 
word processing programs and one 
of the best spreadsheet programs 
currently on the market. 


The success of re-engineering will 
be even more dependent upon the 
effectiveness of the working 


relationship between practising 
professionals and information 
technology professionals than has 
been the implementation of second 
generation technology. The 
development and implementation of 
tools like IL.D.E.A. and AUDITPRO 
is evidence that such a relationship 
has existed for some time. 


This stage of re-engineering will 
almost certainly end with the 
provision for analysis and 
document creation and management 
of even more powerful generic 
tools which can be customized to 
meet the specific needs of 
accountants and auditors. But this 
stage will effectively commence 
with a re-definition of requirements 
by those professional accountants 
and auditors. The contribution of 
information technology 
professionals will be, in the first 
instance, to help accountants and 
auditors separate their professional 
requirements from the technology 
based methodological restrictions 
of the past and, in the second, to 
implement whatever technology 
should be required. 


Participation in re-engineering will 
be difficult for information 
technology specialists because they 
will be caught up in a new world 
which is neither the provision of 
off-the-shelf products nor the 
development of tools from well 
defined specified user 
specifications. But, we regret to 
say, it may be even more stressful 
in the short term for auditors. 
Auditing is intrinsically a 
conservative profession. In 
addition, it is usually not theory 
driven but methodology driven. To 
progress into the future, auditors 
must free their minds as well as 
their organizational circumstance to 
escape the traps which current 
practices in any profession always 
build. 


First of all the waves of change are 
now breaking on the shores of the 
profession. Auditors must consider 
the re-engineering of evidence. 
The Office is now working on the 
first completely electronic audits, 
that is, audits where there is 
effectively no paper audit trail. 
They must contemplate the 
possibility, now in place on a 
national basis in Sweden and on a 
provincial basis in Alberta, of direct 
access to all transactions in 
electronic form. The issue of 
sample design, which has 
challenged the profession for years, 
becomes an issue of test design 
when all transactions are 
electronically accessible. 
Methodologies must be 
re-examined to ascertain the extent 
to which they limit procedures in 
the future because of the limitations 
of technology in the past. Even the 
vocabulary in which the profession 
is described must be challenged to 
identify where we are inhibited 
from certain perspectives because 
of a peculiar use of language. 


Existing work expectations and 
working relationships will also be 
re-examined. A quality focus on 
work suggests that our emphasis, 
like that of some of the major firms, 
should be on ensuring that work be 
done right the first time rather than 
ensuring multi-level reviews. Such 
an approach should not only 
increase quality but it should 
decrease the cost of audit. 


The practical implications on 
processes are two-fold. First, we 
must continue to empower the 
individual auditor and audit team to 
enable them to do quality work. 
This means re-engineered tools, 
better than any we have yet seen, 
and we must reinforce creativity in 
their use. Second, we must provide 
coaching as required. This means 
that the re-engineered tools must 
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make work in process more visible 
at all times. 


Relationships among 
teams 


Just as work processes and 
relationships within the audit can be 
expected to evolve with 
re-engineering, so may work 
processes and relationships among 
teams. The construction of insights 
on issues which transcend 
individual departments would be 
aided by the visibility, in at least 
electronic form, of each element of 
work as it has been completed to 
those responsible for their 
formulation. While the primary 
function of each element of audit 
work would continue to be to 
support an opinion on the subject 
department, each of those elements 
might usefully be designed, 
executed and reported on to 
facilitate the integration of their 
results into a growing knowledge 
base from which the Office might 
derive these insights. 


Years ago, professionals in any 
domain could complete their 
studies and pursue their careers 
needing only modest updating. 
Now, professionals effectively 
never leave school. The time span 
between some facet of professional 
knowledge being accepted and then 
becoming obsolescent is shrinking, 
and the rate at which new 
knowledge is introduced into any 
profession is climbing. 
Re-engineering will accelerate both 
those trends. Accounting and 
auditing will not be exceptions. 


The ubiquity of information 
technology (IT) and its peculiar role 
in re-engineering will demand new 
relationships between its 
practitioners and those of other 
professions. Many IT people find 
the changes to which they must 
adapt as stressful enough. Because 
information technology is a 
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relatively new field, its 
professionals may still find 
re-engineering less stressful than 
professionals in other fields. 
Information technology 
professionals must, therefore, 
become more proactive in helping 
our accounting and auditing 
colleagues re-engineer their 
methodology and processes. 


While, in doing so, our IT people 
will become more knowledgeable 
about accounting and auditing. They 
are not likely to ever acquire 
sufficient understanding of these 
professions to re-engineer them. 
Each accountant and auditor will 
need to understand information 
technology better — the knowledge 
level of yesterday’s specialist, the 
EDP auditor, will be the knowledge 
level of tomorrow’s generalist and 
the former will move still further 
forward to deal with the new reality 
of electronic data interchange. 


Why must we 
re—engineer? 


On 1 April 1992, Deputy Auditor 
General Larry Meyers addressed 
the Seventh Annual Conference on 
Computers and Auditing on 
“Re-engineering the Audit 
Profession” and observed that we are 
living in an era of rising 
expectations, reduced resources and 
rapid change. Information 
technology, he noted, is one of the 
factors which is driving the change 
and at the same time providing 

a solution. 


OE 


We have used the history of steam 
locomotive design as an example of 
the implementation of a previous 
generation of technology. There 
are no steam locomotive designers 
now. It is most unlikely that 
auditors will disappear, but it is 
conceivable that the auditors of 
2001 may be as different from us as 
diesel locomotive designers are 
from steam locomotive ones. 


In practical terms, both the private 
and public sectors are experiencing 
considerable financial stress. That 
an indirect cost like that of audit, 
even when mandated by law, will 
be accepted by clients without 
complaint is unlikely. 


We note the progress of other 
legislative auditors and major firms 
who are responding to intense 
societal and competitive pressure 
by re-thinking their purpose, 
function and methodology. Like 
these organizations and firms, the 
Office continues to support the 
development and implementation of 
technology in order to improve the 
efficiency and effectiveness of our 
auditing and reporting. 


Re-engineering will make the next 
decade the most exciting period in 
the history of accounting and 
auditing. All aboard!* 


Cutting down on the reporting phase 


Results—oriented reporting: The continuous report writing 


method 


by Michael Ryan, Director, Audit Operations 


Parliament House, Canberra, Australia 


In this article Director Michael Ryan describes the 
continuous report writing process. He uses two 
examples to illustrate. Both the Australian National 
Audit Office and the Office of the Auditor General of 
Canada have used continuous report writing. Michael 
Ryan recently spent three years on assignment with the 
Australian National Audit Office. 


Continuous report writing? Yes, the value-for-money 
audit report writing phase seems to last forever. It’s 
obvious that we need to cut down on the reporting 
phase. Is there another solution? 


How about starting the report development process 
earlier, in the audit examination phase? Better still, 
how about starting the process in the planning phase? 


This may sound counter-intuitive. Perhaps I’ve spent 
too much time in the land Down Under. But there’s 
logic in this proposal; what’s more, it has worked and 
saved valuable audit resources in the process. 


Continuous report writing: what is it? 


Continuous report writing involves developing a draft 
audit report as early as possible in the audit process, 
and periodically revising that draft report throughout 
the planning, examination and subsequent phases of 


the audit. Prompt evidence management and 
preliminary analysis support continuous 
report writing. 

I recall that early value-for-money audit 
courses started with the audit reporting 
session. Isn’t an early start to reporting 
consistent with results—based auditing — a 
focus on the audit product and the results it 
generates? The results—oriented approach to 
report writing complements the results 
oriented approach to the audit of client 
systems and practices. 


Both the Australian National Audit Office’s 
efficiency audit of external fundraising and 
commercialization in the Commonwealth 
Scientific and Industrial Organization, and 
the Office of the Auditor General of 
Canada’s value—for—money audit of federal 
policing in the Royal Canadian Mounted 
Police used continuous report writing. 
Simply follow the following steps: 


Develop components of a draft report as soon as 
possible into the audit, revising that draft on a 
continuing basis during the audit. In the case of 
the Royal Canadian Mounted Police audit, the first 
draft of the audit report grew from the survey 
report. The draft report started as a computer file, 
entitled, ‘report’ and included the rationale for the 
audit, a description of the audit process, a 
description of the client and an identification of 
audit issues. The team revised the text as the audit 


Have you ever heard of the 
80-20 rule? Experienced 
audit practitioners, so called 
‘quick studies’, claim to have 
a handle on 80% of the audit 
findings with 20% of the work 
completed. But they don’t 
have the evidence in hand. 
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progressed, introducing potential findings, their description of the evidence, potential finding, cause, 
causes and their effects. effect, recommendation, nature of evidence (document 
or interview note) and reference to the file. 


e@ Adopt a results—oriented approach to audit 
report writing. Define who should do what to 
whom, and when, where and why, as a result of 
reading the audit report. 

While the desired result and the motivation to bring it be 

about is not crystal clear at the end of the survey phase, 

the discipline of revisiting the question helps to further 

define the goal and drive report drafting and 

methodology towards that result. 


In the case of the Australian audit, it became clear that 
the desired result would be to inform Parliament, the 
Government and management that a significant number 
of appropriation doliars, provided for pure and strategic 
research, were subsidizing the acquisition and 
application of external funds. Thus spent, 
appropriation funds were unavailable to the 
organization to meet its pure and strategic research 
mandate. Once the audit team identified the result 
desired from the audit report, it focussed the report and 
adjusted the methodology. 


@ Transform criteria into impression—based 
findings, identifying their cause and effect in 
light of growing audit field experience. In the 
Australian audit, the preliminary study and the 
examination phase yielded tentative findings, when 
matched against criteria. 


The report grew into a document which had the 
structure and a substantial amount of the content later 
found in the published audit report. Working the 
evidence during the planning and examination phases 
firmed up the report content. 


@ Document, index and conduct a preliminary 
analysis of new evidence on a regular basis. In 
the Australian audit, after each field trip the team 
organized the collected materials, ordered these 
thematically, indexed and inserted them into the 
documentation binders. They then flagged the 
critical evidential components. The team then 
attached yellow sticky paper to the top of pages 
containing key pieces of evidence. On the sticky 
paper, the team noted the criterion, issue and or 
finding to which the piece of evidence related. 


In the audit of federal policing in the Royal Canadian 
Mounted Police, the audit team carried this process one 
step further. The team arranged each significant 
element of evidence on a matrix using the 
text—blocking capability of Lotus. The team developed 
a matrix featuring columns related to the issue, method, 


In each audit, documentary processing and preliminary 
analysis started in the planning phase and continued 
through the examination phase. 


Modify the impressionistic findings in the report 
in light of the running preliminary analysis. 
During the late planning and early examination 
phase of both the Canadian and Australian audits, 
the teams periodically modified the impressionistic 
findings to reflect the field experience and 
preliminary analysis. 


Adjust scope and methodology in light of 
preliminary evidential analysis and emerging 
findings. In light of the running analysis, the 
Australian audit team made minor adjustments to 
the interview grids, the document acquisition 
checklist and the case study instrument between 
each field trip. 


Close the audit focus at examination mid-point, 
physically arranging evidence, referenced to 
source, in precis form below each finding, and 
reorganize the text and array evidence 
periodically. In the Australian case this 
reorganization of text and supporting evidence took 
place several times; after each reorganization new 
evidence was added and integrated and the text 
was revised. 


Determine whether further examination work is 
necessary. After three applications of the evidence 
to the text, the Australian audit team decided that 
they had collected sufficient evidence and that 
further field work was unnecessary. The team 
cancelled scheduled field visits to four additional 
divisions, saving a five-figure amount for each 
visit — not to mention the cost of administrative 
and analytical time that would have been necessary 
following each visit. 


If the team determines that further work is 
appropriate, continue the evidence collection, 
documentation, indexing and preliminary 
analysis, and revise the draft text periodically 
until the time comes for the next array of 
evidence against emerging findings. 


Once the team has compieted the array of 
evidence against findings or findings have 
sufficient support to stand, remove the text from 
its supporting evidence and revise towards 
internal control and client approval drafts of the 
report. It is then a simple task to bring forward 
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reference numbers for supporting evidence into the 
final report text and arrange the actual evidential 
documents in a binder keyed to the final report. 


Preconditions for use of continuous 
report writing 


Continuous report writing works best when the audit 
team is running a criteria—driven audit. The use of a 
normative model provides for the conduct of the audit 
and development of the report in a deductive fashion. 
The criteria provide a natural base upon which to hang 
emerging evidence and findings; they also provide a 
natural organizational structure for the report findings. 


Continuous report writing comes into play at a later 
stage in an inductively structured issues—based audit. 
One would have to start reporting versions of the 
findings at a later point in the audit process, as the 
issues and findings would normally evolve only as the 
audit moved to more mature stages. 


Continuous report writing provides its best return if the 
team works the evidence on return from the field, 
including indexing and flagging key elements. The 
audit teams in both the Canadian and Australian audits 
processed the evidence immediately on return from the 
field. The evolving report text and field methodology 
soon reflected the most recent trends in the emerging 
evidence. 


It can save money. Use of 
the approach on the 
Australian audit allowed 
the Australian National 
Audit Office to close off the 
examination after some 
55% of the planned field 
work had been completed. 
Even then the team had 
more evidence than 
required. 


Continuous report writing offers 
several advantages 


@ It provides for a results—driven audit as the team 
continually works towards the results which the 
audit report should generate. 


@ It allows use of both deductive and inductive audit 
approaches, moving deductively from criteria to 
evidence and inductively from evidence to finding. 


@ It allows for continuous fine-tuning of the audit 
scope and methodology in light of emerging 
evidence and findings. 


@ Itcan save reporting time; the audit team emerges 
from the examination with a preliminary analysis 
conducted and a draft report. 


e@ Itcan foster zero defect reporting as the final 
report text grows from arrayed evidence. 


@ Itcan foster a positive relationship with the client; 
debriefings to corporate and divisional components 
of the organization could reflect the most recent 
direction of the report, allowing the client to 
address the problem immediately and ensuring no 
surprises at the end of the day. 


@ Itcan foster the climate of credibility and trust 
which moderates challenge to the report, its 
findings and supporting evidence. Thereby, the 
duration of the report clearance process decreases. 
The client in the Australian audit challenged 
neither the findings of the audit nor the normative 
model underlying the report. The Australian 
National Audit Office negotiated report clearance 
with confidence in the report’s foundation and 
firmness. 


@ It facilitates executive control of audits. The audit 
executive merely requests a copy of the most 
recent version of the draft report in order to have a 
reading on progress. 


@ Finally, it allows the audit team to turn out formal 
control documents such as the overview report, the 
survey report and point form reports with relative 
ease; conversely, the team can move from the 
overview or survey reports to the draft audit report 
with ease. 
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The continuous report writing approach has been field tested on audits in both the northern and southern 
hemispheres. Several considerations emerge from that experience. 


@ Continuous report writing works best when management buys into use of the approach, understanding its 
nature, logistics and advantages. Management must recognize a running draft report for what it is: the 
audit team’s best visualization of what the final report will look like. It is only after evidence is 
systematically arrayed against the draft report and the text adjusted that the reliability and validity of the 
document increased. 


Continuous report writing works best in a deductively organized audit anchored around audit criteria. 


Continuous report writing calls for the audit team to work evidence continually. This allows for 
meaningful adjustments to report text and methodology. 


@ Continuous report writing requires adequate processing time to be built into examination schedules. The 
Australian team functioned with six days processing for four field days and had difficulty processing all 
incoming materials. Scheduling a catch-up period periodically is important to maintain awareness of 
evidence collected and gain the benefit of mid—stream adjustments. 


Continuous report writing can reduce the risk of over—auditing. 
Continuously moving from working the audit documents to a living draft report allows for 
micro—adjustment of the audit scope and methodology. 


@ Periodic closures such as at the mid—examination point featuring a more formal array of evidence against 
findings has the potential to significantly shorten and sharpen the remaining examination period. 


@ Sharing the responsibilities of arraying evidence against findings and revising the report among team 
members reduces the boredom that emerges if team members spend their office time solely on organizing 
and indexing documents. This also provides redundancy should a team leader or team member leave 
during the audit. 


The approach can be used for an entire audit or any component of an audit. It has proved economical and 
effective in the field — if very intensive. * 


View of Sydney Opera House and Harbour Bridge, Australia 
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Letter from Herbert R. Balls 


Mr. L. Denis Desautels, F-C.A. 


I have read with much interest the article in the latest issue of Opinions on the history of the Audit Office, and I 
congratulate you and the authors, Jeff Greenberg and Leslie Goddard, on it and on your decision to devote an 
entire issue of Opinions to material relating to the history of the Office. 


As one who has been interested over more years than I care to admit in the development and history of the 
Office, and who has been taught that auditorial accuracy was next to (if not greater than) godliness, there are 
several errors or omissions which I think should be brought to your attention. 


1. The Consolidated Revenue Fund was established by the Act of Union of 1840, not by the British North 
America Act of 1867. 


2. The omission from the history of any reference to John Lorn McDougall (although he is dealt with in the 
biographical series) is to be noted. McDougall was notable for his efforts to establish an independent 
office and a sound basis for the legislative audit, and equally notorious for his petitions to the House of 
Commons and taking out advertisements in the newspapers of Canada to publicize his views, and for his 
running battles with the law officers of the Crown, the Treasury Board and virtually every deputy minister. 


3. The Consolidated Revenue and Audit Act of 1931 did not remove the comptroller function entirely from the 
Auditor General. That Act authorized him to conduct a pre—audit when directed to do so by the Treasury 
Board. Although a significant body of pre—audit work was authorized in 1931, after 1940 it was gradually 
abolished in practice, but the legislative authority for it was only removed in its entirety by the Financial 
Administration Act of 1951. 


4. Although Maxwell Henderson campaigned to have the Public Accounts tabled earlier, it is to be noted that 
during his tenure he was never able to table the Auditor General’s Report within his own statutory time 
frame. 

5. A major recommendation of the Wilson Committee in 1975 related to value for money auditing. The 
Committee’s views on the topic are fundamental and important, as are the modified actions in the 
subsequent Auditor General's Act. 

The foregoing are the principal matters which I believe call for comment. Other items are minor or relate to 

matters of interpretation or style of presentation, which are essentially matters of opinion. 

In the hope that you may find it of some interest, I am enclosing an article written on the occasion of the 

centenary of the legislative audit. 


With all good wishes 


Iam, 


Yours sincerely, 


Herbert R. Balls 


Office response 


Auditor General Denis Desautels wrote to Herbert Balls thanking him for taking the time to share his views. 
Opinions had hoped to interview Mr. Balls for the next edition of Opinions. We were saddened to learn that he died 
in December 1992. 


Herbert Balls was born in 1910 and grew up in Manitoba. He did postgraduate studies at the University of Manitoba 
and the University of Toronto. He was a member of the Office of the Auditor General from 1931-1950. He served 
as the Comptroller of the Treasury from 1958 to 1968; and as Deputy Minister of Services and Deputy Receiver 
General for Canada from 1968 to 1975. Following his retirement from the public service, Herbert Balls was the 
Skelton Clark Fellow at Queen’s University. He was active in the Institute of Public Administration, including 
serving as its national president from 1960-61. He had a strong commitment to community service including 
serving as president of the United Appeal of Ottawa and District, and as Chair of Community Funds and Council of 
Canada. His life was distinguished by dedication to his profession and by service to the community. We extend our 
condolences to his family. * 
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Opinions Readership Survey 


Opinions is undertaking a review of its content and readership. To help us serve you better, please fill in the following 
questionnaire and return it to us before 1 April 1993. A self-addressed envelope is enclosed for your convenience and 
postage is prepaid in Canada. Your collaboration is greatly appreciated! 


1. How much of Opinions do you read? (check one) 
Cover to cover 
Most articles 


Two or three articles\features 


I glance at it 


2. Which Opinions articles interest you the most professionally? (place in numerical order, beginning 
with 1 for what you consider the most pertinent topic) 


Computer-—assisted audit techniques 


Executive profiles 


Parliamentary liaison 


Accounting and auditing 


Other (please specify) 


3. What do you think of the length of the Opinions articles generally? 


& Too long a Too short [| About right 


4. What do you think of the writing style used in Opinions articles? 


a Too easy ] Too daehentt |u| Too technical eal About right 


5. What is your primary reason for reading Opinions? (check one) 
It’s useful in my everyday work 


To learn more about the OAG 


It keeps me informed of future trends and issues 


To keep abreast of technical initiatives in the field 


Other (please specify) 
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6. Do you wish to remain on Opinions’ mailing list? 


inal Yes ey No 


Please correct your mailing label if necessary. 


7. What other articles would you like to see published in Opinions? 


8. Do you have any further comments on Opinions? 
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Discours et exposés 


Voici la liste des discours qu’ont prononcés et des exposés qu’ ont donnés les employés du Bureau du vérificateur général. Ces discours étaient donnés dans 


la langue ot ils apparaissent ci-dessous. * 


Théme 
Transforming Public Services 


Internal Auditing — In a Changing 
Management Culture 


Innovation in Bureaucracies 


Changing Mental Models 
in Organizations 


Valuing Natural Capital 
Strategic Quality Management 
in the Public Sector 


Environmental Matters: 


Conférencier 
Otto Brodtrick 


Len McGimpsey 


Otto Brodtrick 


Otto Brodtrick 


Dan Rubenstein 


Maria Barrados 


Dan Rubenstein 


What Should We Expect from Accounting 


Internal Auditing —Ina 
Changing Management Culture 


Accounting for Sustainable 
Development 


Electronic Audit Briefcase 


Trends in Renewing Public Service 


Value Added Auditing 


Adapting GAO Methodology to 
OAG Context 


Computer Security and Our 1990 
Information Security Audit 


The Subject of Management 


Electronic Audit Briefcase 


Ike Prokaska, Bruce Sloan 


Dan Rubenstein 


Mark O’Connor, Eric Antilla 


Otto Brodtrick 


Ike Prokaska, Bruce Sloan 
Jim Blain 


Ellen Shillabeer 


Trevor Shaw 


Mark O’Connor 


Organisation Hote 
Colloque Canada—Asie du Sud—Est, Ottawa 


Institut des vérificateurs internes 


Date 
16 septembre 1992 
16 septembre 1992 


Secrétariat du Conseil de gestion de l’Ontario, Toronto 18 septembre 1992 


Ontario Advanced Forest Management Program, 
Université Lakehead, Thunder Bay 


University Accounting for the Environment 
Université Concordia 


Université York 


«If you take the planet to your heart» Conference 


Association canadienne des professeurs de comptabilité 


Conférence annuelle de |’ Association 
of American Railroads 


Controllers Conference, Tennessee — la Society 
of Management Accountants et I’ Institute of 
Management Accountants 


Symposium technique du XIV© INCOSAI, 
Washington, D.C. 


Speyer Wirship II, Ecole supérieure de sciences 
administratives, Speyer, Allemagne 


Institut canadien des comptables agréés, Ottawa 


American Evaluation Society, Seattle, Washington 
Institut de recherches d’ Ottawa—Carleton 
Institut de gestion financiére, Semaine du 


Perfectionnement 1992 


Portable Computer Forum, Toronto 


22 septembre 1992 


24 septembre 1992 


octobre 1992 


2 octobre 1992 


13 octobre 1992 


21-23 octobre 1992 


27 octobre 1992 


28 octobre 1992 
3 novembre 1992 
6 novembre 1992 


12 novembre 1992 


25 novembre 1992 
I décembre 1992 
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“No man is an island.” 


John Donne’s memorable thought is 
just as relevant today, perhaps more 
SO, as it was when it was first 
uttered in the 17th century. The 
idea that we affect, and are affected 
by events beyond our shores, 
applies to legislative auditing as it 
does to most things in life. 


I received a significant 
demonstration of this on recent 
visits to London and Washington. 

I found further proof that our 
international contacts provide 
opportunities to learn and to teach, 
to exchange technical knowledge 
and practices and to share 
information on new technology and 
its application to auditing. All of 
these help us to improve our own 
performance as legislative auditors. 


In London, I accompanied the 
House of Commons’ Public 
Accounts Committee on a visit to 
its United Kingdom counterpart at 
Westminster. As Mark Hill’s 
article in this issue indicates, the 
Canadian Members of Parliament 
and I also gained important insights 
in meetings with senior British 
public servants and officials of the 
National Audit Office. 


At the NAO, we looked at what the 
U. K. Comptroller and Auditor 
General is doing that might help us 
in our work for the Canadian 
Parliament. We focussed 
particularly on the NAO’s 
relationship with the U. K.’s Public 
Accounts Committee and how they 
work together. Two other focal 
points of the visit were the study of 
public service reform in the United 
Kingdom and a review of 
accountability relationships, 
including recent developments in 


Reflections 


program evaluation and the 
management of aid to developing 
countries. 


Upon returning to Canada, the 
Public Accounts Committee issued 
a report to the House of Commons 
on the visit. Among the 
recommendations included in the 
report was a Call for the release of 
our audit reports as soon as audits 
are completed, as is done in London 
and Washington, rather than in one 
large report each year. 


A broader international perspective 
on legislative auditing was provided 
at the most recent triennial 
Congress of the International 
Organization of Supreme Audit 
Institutions (INTOSAI) held in 
Washington at the end of October. 
The Canadian audit office 
participated along with over 

400 delegates and observers from 
120 member nations and 

10 international organizations. 

In meetings with my counterparts 
from around the world we discussed 
such subjects as improvements to 
government financial reporting, 
reporting on public debt, program 
evaluation, environmental issues, 
advances in technology, and 
auditing standards. 


Canada’s principal contribution, as 
outlined in the article written by 
Richard Gagné, was in the field of 
public sector accounting standards. 
I was gratified that the Congress 
adopted standards and guidelines 
for accounting, auditing and 
internal control. 


Our delegation was particularly 
interested in the work of two of the 
standing committees of which we 
are members. The first is the 
Standing Committee on Public 


Debt, which was established to 
upgrade audit and control systems 
for the promotion of better 
management of public debt. The 
second is the Standing Committee 
on EDP, which is now developing 
potential projects and strategies for 
achieving training and 
implementation goals. 


What struck me in our discussions 
both in London and at the INTOSAI 
Congress was how problems 
affecting government financial 
control and accountability are 
universal. In this age of instant 
electronic communication and 
globalization, international borders 
are no longer barriers to commerce 
or ideas. Because of this, we are 
able to learn from one another for 
the benefit of all our peoples. + 


L. Denis Desautels, FCA 
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INCOSAI XIV 
Co-operation Produces Results 


by Richard Gagné 


This article was written by Richard Gagné, Director of Programs for 
IDI, with input from Denis Desautels, Larry Meyers, Yvan Gaudette, 
Mark O'Connor, Bart Burron, Ron Thompson and Tom Allen. 


From left to right: the Comptroller and Auditor General of the 
United Kingdom Sir John Bourn; Auditor General of Canada Denis 
Desautels; Peter Aliferis, Director of International Liaison, U.S. 
General Accounting Office; Comptroller General of the United 
States Charles Bowsher. 


Introduction 


Every three years, the members of the International 
Organization of Supreme Audit Institutions (INTOSAI) 
are invited to attend that organization’s Congress, called 
INCOSAI. INTOSAI members are called Supreme 
Audit Institutions, or SAIs for short. INCOSAI XIV was 
hosted by the U.S. General Accounting Office (GAO) in 
Washington D.C. from 18 to 23 October 1992. The XIV 
INCOSAI Congress was followed by an Information 
Technology Symposium. 


This article summarizes the contributions of OAG 
members to the activities of the Congress and the 
Information Technology Symposium. 


INCOSAI XIV had over 400 delegates and observers 
from 120 member nations and 10 international 
organizations participating in more than 75 committee 
meetings, workshops, discussion groups and plenary 
sessions. 


At the Congress delegates adopted: 


@ standards and guidelines for auditing, and internal 
control and endorsement of the work of INTOSAI’s 
three other standing committees on accounting, 
public debt and EDP; 


® a protocol of operating procedures for future 
committee work; 


@ revised INTOSAI statutes; 
@ IDI’s action plan for the years 1993 to 1995; and 


@ the “Washington Accords” containing results and 
recommendations on Congress themes. 


The themes, subthemes, and countries responsible for 
each were: 


Theme I: Auditing in a Changing Environment: 


the Evolving Role of the SAI 


Subtheme IA: Experience in Changing the Scope 
of Audit (New Zealand) 


Subtheme IB: Program Evaluation: an Emerging 
Approach (France) 


Subtheme IC: Examining Public Enterprises: 
Changing Approaches and techniques 
(India) 


Theme II: Improving Governmental Financial 


Management Through INTOSAI’s 
Standing Committees 


Subtheme ITA: Accounting Standards (CANADA) 
Subtheme IIB: Auditing Standards (Australia) 
Subtheme IIC: Internal Control Standards (USA) 
Subtheme IID: Public Debt (Mexico) 


INTOSAI Standing Committees 


There are five INTOSAI Standing Committees: 


@ Accounting Standards; 
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Auditor General Denis Desautels discussing accounting standards. 


Auditing Standards; 
@ EDP; 

@ Internal Controls; and 
@ Public Debt. 


The Auditor General of Canada is the Chairman of the 
Standing Committee on Accounting Standards. The 
OAG is an active member of both the EDP and Public 
Debt committees. The Auditor General of Canada is also 
the President of the INTOSAI Development Initiative 
(IDI) and the Office hosts IDI’s Secretariat. 


The Standing Committee on 
Accounting Standards 


When Denis Desautels became Auditor General of 
Canada in April 1991, he agreed to take over 
chairmanship of the Committee on Accounting Standards 
(CAS). This Committee was created in 1984, and former 
Auditor General Kenneth M. Dye was its founding 
Chairman. 


The Committee on Accounting Standards studies issues 
concerning public sector accounting and financial 
reporting, and communicates findings to members of 
INTOSAI and to other interested organizations. The 
products of CAS are either studies, which are 
explanatory in nature, or statements, which offer 
guidance. 


In October 1991, Denis Desautels attended an INTOSAI 
Governing Board meeting in Washington, to provide an 
update on the Committee’s activities and to receive the 
Board’s direction. At that time, the Committee had 
completed a survey of all SAIs to determine the financial 
information, both forward-looking and historical, that 
was prepared and published by the governments that they 
audit. The survey also asked SAIs to indicate the 
financial information that they believed users need in 


order to carry out various activities. In addition to the 
survey, CAS had developed an introductory document, 
setting out terms of reference and related details, and 
another document setting out financial reporting 
objectives. 


In the spring of 1992, an early draft of a statement on 
qualitative characteristics and a discussion paper on 
bases of accounting were developed and sent to 
Committee members for consideration. In the summer, 
the Committee’s first four products were finalized, 
translated, printed in INTOSAT’s five official languages 
(English, French, German, Spanish and Arabic), and sent 
to all SAIs. These initial products comprised an 
Introduction to CAS, a Study Report summarizing the 
results of the survey of SAIs, and two Statements — 
Statement 1, dealing with user needs for financial 
information about governments, and Statement 2, setting 
out objectives for government financial reports. 


As all of this was going on, discussions were held with 
GAO officials, hosts for INCOSAI XIV. It was agreed to 
hold four workshops during the Congress, two in English 
and two in other languages. The purpose of the 
workshops was to provide a forum for consultation with 
SAIs in order to help the Committee adopt a work plan 
and develop products that SAIs would find useful. 


On Saturday 17 October, the Committee on Accounting 
Standards met to discuss its proposed work plan and the 
next two projects dealing with qualitative characteristics 
and bases of accounting. This was the first opportunity 
for Denis Desautels to meet formally with his 
Committee. On Monday 19 October, Denis Desautels 
summarized the work of CAS in a brief address to the 
opening plenary session; workshops were held on 
Tuesday; a draft report summarizing input from the 
workshops was prepared and finalized with CAS 
members at a breakfast meeting on Wednesday; and 
Denis Desautels presented the results of the workshops to 
SAIs in an address to a plenary session on Thursday. It 
was a whirlwind week! 


It was also a successful week. Overall, SAIs expressed 
appreciation and general approval and endorsement of 
the work of CAS and the four products that it had 
developed. In considering the nature and use of the 
Committee’s products, SAIs advised that the products 
should continue to be precise enough to provide guidance 
and support, and yet general enough to permit tailoring 
for use within their individual countries. They also 
looked on the products as “living documents” that would 
be revised from time to time in future years in response 
to changes in SAI needs and other circumstances. 


There was general recognition that auditing government 
financial reports can be a difficult and frustrating task. 
Discussion group rapporteurs commented that generally 
accepted accounting principles and disclosure standards 
for governments tend to be in their infancy, if they exist 
at all. More often than not, governments within the 
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INTOSAI community develop their own principles and 
standards without input from those who use the reports 
and those who audit them. If SAIs disagree with the 
manner in which the reports are prepared or presented 
and recommend changes, governments can all too easily 
dismiss their concerns as mere “technical differences 
between experts”. Participants agreed that when this 
happens, doubt is cast on the objectivity of their audits, 
and on the credibility and use of their reports. 


There was a strong belief that SAIs need an agreed—upon 
set of standards for good accounting and reporting. Such 
standards would help legislators, government officials 
and other users of government financial reports get the 
information they need for proper accountability. And 
such standards would help preparers and auditors of 
these reports assess the fairness of existing financial 
reports and encourage improvement. In summary, this 
much needed “common ground for discussion” was seen 
as something that the Committee on Accounting 
Standards could help provide. In doing so, CAS was 
encouraged to establish and maintain relationships with 
other standard-setting bodies, both national and 
international. It was thought that every effort should be 
made to avoid duplication of work, and to ensure that the 
needs of SAIs are taken into account as standards are 
developed. 


Those making a significant contribution included the 
Committee’s discussion group moderators, Andreus 
Favrotzi of Swaziland and Giuseppe Carbone of Italy, the 
discussion group rapporteurs, Jocelyn Thompson of 
Trinidad and Tobago and Claes Sonnerby of Sweden, and 
the Vice—Chair of the discussion group sessions on 
accounting standards, El] Glaoui and his colleagues from 
Morocco. 


And INCOSAI provided an opportunity for a number of 
colleagues within the Office of the Auditor General of 
Canada to contribute internationally. They included: 
Sylvie McDonald, Karen Spence, Crystal Pace, Amos 
Kuitner, Scott Milne and Ron Thompson. 


The Standing Committee on Public 
Debt 


The Standing Committee on Public Debt was formed in 
October 1991 to upgrade audit and control systems to 
promote better management of public debt, a concern of 
INTOSAI and its regional working groups for many 
years. The Committee is chaired by the Comptroller 
General of Mexico. Deputy Auditor General Larry 
Meyers is the Auditor General’s representative. 


Meetings 


The Committee has held two preliminary meetings. 
A third was hosted in May 1992 by the National Audit 
Office (NAO) in London. The OAG was represented by 


Dennis Paproski, who happened to be in London at the 
time. This meeting and a fourth, held in October in 
Washington, were used to finalize the Committee’s 
Terms of Reference and do further work on the 
Committee’s initial projects. Portugal will host the next 
meeting in the spring of 1993. 


Committee Projects Under Way 


The Committee’s principal project is a survey on public 
debt. A questionnaire was developed, tested, and 
circulated to all INTOSAI members in September 1992. 
The idea is to develop a profile both of the amount of 
debt of each country, and of the audit work being done 
on debt. From this, the Committee plans to develop a 
paper on public debt for INTOSAI members. 


Canada has agreed to expedite completion of the survey 
questionnaire and to answer any questions for an 
assigned block of 20 countries. 


Another project that is also under way is to develop a 
bibliography on public debt auditing by gathering 
references from INTOSAI members. 


OAG Contributions to Committee Work 


The OAG has offered the benefit of its experience on 
value-for-money audits of public debt. Our Office has 
done extensive performance audit work on public debt — 
at the end of 1992, we had looked at all major areas of 
debt from the borrowing program to loan guarantees, 
including a review of pensions and public debt. 

Although our audit results are not transferable to another 
country’s situation, this information constitutes an 
example of one approach. 


Assistant Auditor General Yvan Gaudette (left) discusses a point 
with Auditor General Denis Desautels. 


In October 1992, the Office provided the Committee with 
a compendium of material on the audit of public debt in 
Canada drawn from our annual reports of the last six 
years. This document covered three performance audits 
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Comptroller and Auditor General of India C. G. Somiah (left) is 
seated beside OAG’s Assistant Auditor General Yvan Gaudette and 
Auditor General Denis Desautels. 


which focus on the management of borrowing 
operations, foreign exchange operations and employee 
pensions as they relate to public debt. In addition to each 
of these reports, the generic criteria which were used in 
making initial assessments in these subject areas were 
also included. Finally, where specific references were 
made to matters relating to Canada’s public debt in 
Chapter | of our annual reports, these were included 

as well. 


The Office produced a Public Debt Software Package for 
the INCOSAI Congress. Using the data compiled from 
the above report Tom Allen worked with Christina Cross 
in Graphics and John Proudfoot in Information 
Technology to produce a software package which used 
the public debt information as a data base. It 
demonstrated the use of OAG*Text as a tool to share data 
among SAIs and support the work of auditors. 


The package was given out to the SAIs attending the 
Software Exchange Session at the Symposium. We have 
sent the package to the remaining SAIs who did not 
receive it. 


Future Initiatives 


We are confident that the Office will benefit from our 
participation on the Committee through sharing 
information from other SAIs. With the public debt data 
base in SAI hands through the software demonstration, 
the material can then be used to develop public debt audit 
programs — this could be of ultimate future benefit to 
the Committee, in that practical examples of other SAI 
experience could emerge. 


The Standing Committee on EDP 


Improving the use and audit of Information Technology 


in Supreme Audit Institutions (SAIs) has been one of the 
goals of INTOSAI for several years. The inaugural 
meeting of the INTOSAI Standing Committee on EDP 
Audit was held in Washington on 17 October 1992. 

The Comptroller and Auditor General of India, C. G. 
Somiah, chairs the committee. Deputy Auditor General 
Larry Meyers represents the Auditor General. 


Terms of reference for the Committee have been 
developed and approved by INCOSAI. Three working 
groups have been established, one of which will be led 
by the OAG. France and Kuwait are also members of 
this working group. At the moment the committee 
members are brainstorming on potential projects and 
strategies for achieving training and implementation 
goals. 


The INTOSAI Development Initiative 
(IDI) 


In his capacity as President of IDI, Denis Desautels first 
met with the members of IDI Advisory Committee on 

17 October, before the official opening of the Congress. 
He reported on the results of an IDI Program Review for 
1986 to 1991. He also consulted with the members of 
the committee on IDI’s proposed action plan for 1993 to 
1995 and on IDI’s future. He then presented the same 
reports, to which he had added comments made by 
members of the Advisory Committee, to the Board of 
Directors of INTOSAI and later to the General Assembly 
at the first plenary. Executive Vice-President Yvan 
Gaudette and Director of Programs Richard Gagné were 
available during the week to answer any questions from 
delegates on past activities of IDI and to discuss the 
recommendations contained in the proposed IDI 
resolution. 


This process led to the tabling and adoption by 
acclamation at the closing plenary of a proposed 
three-year action plan subject to the availability of the 
necessary financial and other resources. It was further 
resolved that: 


e@ [DI continue to implement its summary strategic 
plan over the years 1993 to 1995 in the context of its 
current philosophy and approach; and that IDI report 
on progress achieved annually to the INTOSAI 
Governing Board; 


e@ the Secretariat of IDI continue to be attached to the 
Office of the Auditor General of Canada until the 
end of 1995; and 


@ the question of the future of IDI be addressed jointly 
by the INTOSAI Governing Board and IDI over the 
next three years and that a proposal be developed for 
consideration at INCOSAI XV. 
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Representatives at the Congress enjoyed the social and cultural 
programs. From left to right: Jocelyn Thompson, Auditor General 
of Trinidad and Tobago; Claire Nelson, Project Officer, Inter— 


We prepared a text data base of OAG Public Debt 
Audit Work. Tom Allen and John Proudfoot put 
together a collection of all published OAG Public 
Debt Audit reports and included OAG*Text as the 
search and viewing method. All material was 
packaged on diskettes. 


The OAG also contributed AuditPro to the 
Symposium software exchange. 


Eric Anttila and Mark O’Connor organized a booth 
demonstrating the various computer auditing 
applications included in the Electronic Audit 
Briefcase. 


They also held a workshop for more than 80 heads 
of SAIs, explaining how the electronic briefcase 

components are used in the OAG (including OAG 
Text, I.D.E.A., AuditPro, Charting and MIS2000). 


American Development Bank; David Griffith, Auditor General of 
Barbados; Harriet Griffith; the OAG’s Assistant Auditor General e@ Bart Burron presented a workshop on EDP security 


Ron Thompson. concepts and risk analysis. 


Technology Symposium Looking Ahead 


The Symposium was designed in response to the 
technology challenges all SAIs face, and provided 
opportunities for delegates to share information and 
experiences with each other. Over 250 delegates from 
approximately 100 countries and international 
organizations participated in the Symposium, which 
consisted of plenary sessions, concurrent presentation 
sessions, a technology exposition, a software exchange, 
and a tour highlighting information technology. Three 
general themes were addressed: automating the audit 
office; recent developments in computer-assisted audit 
techniques; and methods of auditing computer systems. 


It was a remarkable week for INTOSAI. The Congress 
offered an environment within which SAIs could engage 
in professional discussion and debate in a positive and 
mutually supportive manner. 


INTOSAIT’s next triennial congress, INCOSAI XV, will 
be held in Cairo, Egypt, hosted by the Central Auditing 
Office of Egypt.+ 


The technology exposition provided a forum for 
delegates to learn about applied technology through live 
demonstrations and hands—on experience. Also included 
in the exposition was a software exchange that facilitated 
the direct sharing of software applications developed by 
SAIs. At the exposition, delegates visited 17 booths 
featuring computer and telecommunications technologies 
applied in specific audit situations such as planning, 
gathering and analyzing data, writing and publishing 
reports. 


OAG staff participated in the Symposium in numerous 
ways. From left to right: Richard Gagné, Denis Desautels, Danielle 
Levasseur, Shirley Desautels, Joan Gaudette, Yvan Gaudette. 
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Sharp as Ever ... A Profile of 
Mitchell Sharp 


by Ann Wesch and Jeff Greenberg 


His carriage as 
upright as ever, his 
wit and acute 
political memory 
untarnished by the 
15 years since he 
lived in the public 
eye, Mitchell Sharp 
ushers us into his 
office. The office, 
Strategico, reflects 
Ottawa consulting 
in the 90s — 
telephone consoles, 
computers, sleek 
chrome furniture. 
Mitchell Sharp 
seems equally at 
home here as he did when he sat in 
the front benches of the House of 
Commons. 


Now in his early eighties, he is 
currently working on his memoirs of 
life in government to be published 
later this year. 


Mitchell Sharp had a 16—year career 
as a senior public servant in the 
1940s starting in the Department of 
Finance. “I come from Winnipeg, 
and had worked in the grain trade. 
Clifford Clark, who was then 
Deputy Minister of Finance, decided 
that the department needed someone 
with an understanding of the grain 
trade. Wheat was a very big 
problem during the War,” Sharp 
explained. Then, he moved over to 
become the Associate Deputy and 
later the Deputy Minister of Trade 
and Commerce. 


Sharp left the civil service in 1958 
after a report on the country’s 
economic outlook he had prepared 
for the Liberal government was 


made public by the new government 
leader John Diefenbaker. 

“T resigned because I was not able to 
persuade Mr. Diefenbaker that the 
report should have been kept 
confidential. The issue was the 
nature of the relationship between 
civil servants and ministers, and the 
confidentiality of that relationship. 
If ministers want to know the frank 
opinions of senior civil servants, 
these views must be kept 
confidential or civil servants risk 
getting themselves into conflict with 
their ministers.” 


After leaving the public service, 
Sharp returned to work in the private 
sector. Why enter politics? 

“Mr. Diefenbaker pushed me in and 
Mr. Pearson pulled me in,” Sharp 
laughs. “I was the Minister of 
Trade, then Finance, and later I went 
into Mr. Trudeau’s cabinet.” 


There were eight former senior civil 
servants in the first Pearson Cabinet. 
“That has never happened before 

and it’s never going to happen again. 


Mr. Diefenbaker 
was mainly the 
cause of this 
because those of us 
who had worked in 
the public service 
with Mr. Pearson 
had great respect 
for him, liked him, 
and responded 
when he asked us to 
come into politics. 
We entered because 
we didn’t like 
Diefenbaker and we 
liked Pearson.” 


“So, I’ve seen 

government from 

both sides...from 
the point of view of advisor and then 
from the point of view of political 
head of the department. Mr. Pearson 
had the same sort of experience but 
his was in a very specialized side of 
government, namely foreign 
affairs,’ Sharp said. 


Of his time as a government 
mandarin, Mitchell Sharp says, “In 
the period from the end of the War 
we really revolutionized the public 
service. First of all, we had to meet 
the demand. When I was in the 
Department of Finance, the 
Departments of Finance, External 
Affairs, the Treasury Board, the 
Prime Minister’s Office, and the 
Governor General’s Office were all 
located in the East Block of the 
Parliament Buildings! The 
policy-making group of the 
Department of Finance consisted of 
a half dozen people, and that 
included the Deputy.” 


“At the end of the War, the federal 
government took on new 
responsibilities suitable to a country 
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that had converted from an 
unimportant country (largely 
agricultural) into a major 
industrialized nation,” he said. “The 
federal government was extremely 
active, not only through its 
legislative programs but also in 
encouraging the provinces. We 
were all conscious of having lived 
through the pre—War depression 
period. People suffered 
unnecessarily and we were 
determined that it wasn’t going to 
happen again.” 


“As far as the public service was 
concerned,” he explained, it was a 
period of recruitment. People like 
Simon Reisman, John MacDonald, 
and Maurice Lamontagne were 
brought into the public service at 
that time. It was also the start of 
recruiting French Canadians into the 
public service. “In the immediate 
post—War period, there were no 
French Canadians in senior policy 
roles in the public service, nor were 
there any French Canadian ministers 
from Quebec who held senior policy 
portfolios, except, of course, Louis 
St. Laurent.” Sharp said. “‘A great 
revolution took place at that time. 
When I look back on my career, I’m 
most proud of the fact that we 
brought about this major change to 
give the people of Quebec their 
proper place in the government of 
Canada.” 


While the federal Progressive 
Conservatives are looking back on a 
decade of Mulroney government, 
Mitchell Sharp’s political memory 
of the Liberal government goes back 
much further. He served as a 
Minister in the Liberal governments 
of both Lester Pearson and Pierre 
Trudeau. “In terms of legislation 
and new ideas, the Pearson 
government was extraordinary,” he 
recalls. “When you look at the list 
of the legislation that was contained 
in the speeches from the throne from 
1963 to ’65, it is almost incredible 
what we undertook to do and what 
we accomplished.” 


“What is interesting is that it was all 
done with a minority,” he said. A 
multitude of new social programs 
were introduced, including the 
Canada Pension Plan, Medicare, 
student loans, and Canada got its 
own flag. 


“The Trudeau government also had 
its accomplishments,” Sharp recalls. 
“One of its greatest was to 
accelerate the movement of French 
Canadians into government.” 


Mitchell Sharp became Secretary of 
State for External Affairs in the 
Trudeau government. “The 
government continued to support the 
social programs, and extended them. 
The most important change was to 
index everything. 


To index old age pensions, family 
allowances and so on. At the same 
time, the income tax was 
de-indexed. This combination 
didn’t help our financial position.” 


Mitchell Sharp remembers his 
toughest time in politics as arguing 
for a delay in the introduction of 
Medicare, in 1967, when he was 
Minister of Finance. “This was 
during the second of the minority 
governments,” he explained. “My 
various financial advisors, 
particularly the Governor of the 
Bank of Canada, said there was 
concern in the financial world about 
the government’s increasing 
expenditures. To increase 
expenditures by introducing 
Medicare so quickly would give a 
signal to the outside world that the 
Canadian dollar wasn’t very solid. 
The second reason for the delay was 
that there was great resistance in 
some provinces to the Medicare 
program, particularly in Ontario. 

I was advised that it would be better 
to have the provinces more 
prepared. So, for these two reasons 
I argued for a delay. I felt very 
badly about it, because people that I 
liked, some of them my fellow 
Ministers, were very upset, and 
some even threatened to resign. We 
compromised on a year’s delay. It 
turned out fine because by the time 
the 1968 election rolled around 
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Medicare had been introduced and 
the delay was forgotten.” 


Mitchell Sharp recalls the James 
Cross kidnapping as another 
difficult experience. “In the 
beginning I was the responsible 
Minister because it was the senior 
British Trade Commissioner in 
Montreal, James Cross, who had 
been kidnapped. As the Secretary of 
State for External Affairs, I was 
responsible for the safety of 
diplomats. For the first couple of 
weeks, I was the spokesman for the 
government. The FLQ terrorists had 
made demands. 

I made public statements to the 
effect that we were not going to 
accept that kind of blackmail. But 
we wanted to know the terms under 
which Mr. Cross could be released 
and we indicated that we would 
allow the kidnappers passage to 
Cuba if he were safely released. 
Then Pierre Laporte was kidnapped 
and it became a different kind of 
problem, and I was no longer the 
responsible minister.” 


Throughout his career, Mitchell 
Sharp has always been a keen 
observer of the evolving role that 
Parliament plays in our democratic 
processes. “If you go back to before 
the Second World War, Members of 
Parliament didn’t spend very much 
time in Ottawa; the sessions were 
very short. MPs were ordinary 
Canadians, who went about their 
own business and came to Ottawa to 


perform the function of approving 
the expenditures and any legislation 
that the government wanted to put 
forward. In those days, Canada was 
an agricultural society. The 
transformation came about during 
the Second World War and the 
post—War period.” 


“Active people like C.D. Howe, who 
had been in charge of munitions 
production during the War, saw the 
opportunity to industrialize the 
country and encouraged foreign 
investment,” he continued. “In this 
new country with an active federal 
government, Parliament had to find 
its place. Members had to 
accommodate themselves to a 
different situation in which sessions 
were much longer, and the question 
of compensation then became 
important. We’ve now got to the 
point where the Member of 
Parliament has a full-time job.” 


“My principal criticism of the way 
Parliament operates today is that we 
have carried the principle of party 
solidarity too far. MPs are expected 
to be loyal to their party and their 
leader under all circumstances. 

I don’t think this is necessary; 
indeed, I think it distorts the nature 
of Canada. We do have regional 
differences in this country; indeed 
the parties spend a great deal of time 
internally trying to reconcile the 
views of the regions where their 
members come from. It would be 
better to have some of this reflected 


in debate in the Commons because 
then the public would see that the 
problems that concern them are 
being looked at. Instead, the public 
is told, ‘we discussed this in caucus 
and this is the party position.’ ” 


Mitchell Sharp left the Cabinet in 
1976 and left politics in 1978. 

“T resigned because I didn’t want to 
grow old in Parliament. Looking 
back, interestingly enough, I think 
that I had the greater sense of 
satisfaction at the end of my career 
in the public service than I did at the 
end of my political career. It was 
partly because of the circumstances. 
This was a heady time. We were 
transforming the country. There was 
a group of people in Ottawa at that 
time all dedicated to the same thing 
— public service. We were trying to 
prevent a recurrence of the 
depression. We thought people 
should have better treatment in 
sickness and old age and we should 
try to give people equal opportunity. 
We accomplished a great deal during 
that time.”’* 
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by Mark Hill 
Principal, Parliamentary Liaison 


From left to right: Jack Whittaker, Denis Desautels, Jean—Robert 
Gauthier, Douglas Young, Gaby Larrivée. 


Late in the fall of 1992, a delegation of MPs from the 
House of Commons Standing Committee on Public 
Accounts (PAC), accompanied by the Auditor General, 
visited the United Kingdom to examine a number of 
developments relating to reform of the British public 
service and other matters. This article outlines the visit 
and some of the key findings leading up to the 
Committee’s tabling of a report on the visit to the House 
of Commons this past February. 


Background 


Over the past eight or nine years, the Public Accounts 
Committee has made fact-finding visits to other 
countries on five different occasions. The countries 
visited include the United Kingdom (twice), the United 
States (twice), and one trip to Sweden, Germany and the 
Netherlands. The last visit of the Committee to another 
jurisdiction took place in 1988. 


The Committee invites the Auditor General to 
accompany it, and the visits are normally focussed on the 
legislative auditor and the legislature committee that 
parallels most closely the functions of the Canadian 
Public Accounts Committee. For this most recent visit to 
the U.K., the National Audit Office (NAO), headed by 
the Comptroller and Auditor General of the United 
Kingdom, Sir John Bourn, and the Select Committee of 
Public Accounts, chaired by Robert Sheldon, were the 
primary organizations driving the agenda. 


The Canadian delegation was led by Jean—Robert 
Gauthier, M.P. (Ottawa—Vanier), Chairman of the 
Standing Committee on Public Accounts. The other 
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Committee members of the delegation were Jack 
Whittaker, M.P. (Okanagan—Similkameen—Merritt, B.C.), 
Gaby Larrivée, M.P. (Joliette, Que.) and Douglas Young, 
M.P. (Acadie—Bathurst, N.B.). Auditor General Denis 
Desautels and the author accompanied the delegation. 


The agenda for the visit was developed to reflect a 
number of interests and concerns of the Canadian PAC 
that had been developing over the two years since the 
present Committee had been formed. The basic agenda 
was driven by four broad lines of enquiry: 


@ The general set of roles, responsibilities and 
mandates that drive the relationships between the 
U.K. Parliament, the legislative auditor and 
government. 


@ Civil service reform in the United Kingdom——its 
history, current initiatives, challenges and 
achievements, and plans——including the 
perspective of civil service bargaining agents. 


e Accountability relationships——an overview of how 
key accountability relationships function in the U.K. 
with particular emphasis on program evaluation, 
information for Parliament and the role of the 
departmental accounting officer. 


@ Comptrollership——the review of how key 
comptrollership functions, including advice to 
management, safeguarding of assets, and ensuring 
internal control, are carried out in the U.K. 


Our itinerary involved about 18 individual meetings over 
a three-day period with representatives of the NAO, the 
Select Committee of Public Accounts, the Public 
Accounts Commission, Her Majesty’s Treasury, the 
Cabinet Office, the Overseas Development 
Administration, the Department of Social Security, the 
First Division Association (an employee organization 
representing senior and professional civil servants), and 
the London Business School. 


On 24 February 1993 the Chairman of the Canadian PAC 
tabled a report on the visit setting out the Committee’s 
observations and recommendations. The balance of this 
article summarizes that report. For full details, readers 
are referred to the Eleventh Report of the Standing 
Committee on Public Accounts, Sessional Paper Number 
3430-8/17H. 


Civil Service Reform in the United 
Kingdom 


The process of U.K. civil service reform has been under 
way since the early 1980s. It began with the introduction 
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of the Financial Management Initiative (FMI). The 
purpose of FMI was to emphasize management by 
objectives, results and performance within a regime of 
increased responsibility for civil service managers. 
While FMI led to some improvement, managers needed 
to be better motivated and organized. 


FMI was superseded in 1988 with the introduction of the 
Next Steps Initiative, itself a product of the Efficiency 
Unit of the Prime Minister’s Office. The Next Steps 
Initiative received highly visible and continuing support 
from the Prime Minister of the day, Margaret Thatcher, 
who, on announcing it to the House of Commons, noted 
that it had four main thrusts: 


@ The executive (as opposed to policy) functions of 
government would be carried out by clearly 
designated units within departments to be known as 
“agencies”; 


@ Agencies would be headed by a chief executive 
working under a framework of clear policy and 
management guidelines set by the responsible 
minister in consultation with the Treasury; 


@ Staff would be properly trained in the management 
of service delivery; and 


@ Government would be committed to ensuring that 
the objectives of the initiative were attained and 
would provide for oversight of the program by a 
senior level “program manager”. 


In mid—1991 the Next Steps Initiative was supplemented 
by the introduction of the Citizen’s Charter, a program 
intended to encourage the efficient delivery of high 
quality services to clients by emphasizing the 
development and publication of service and quality 
standards and stringent monitoring and reporting against 
those standards. 


Later in 1991 the government indicated it was giving 
consideration to removing certain limitations to 
managerial flexibility in such areas as contracting for 
services from the private sector and in the authority and 
responsibility accorded chief executive officers of 
agencies. The government also announced its intention 
to use “‘market testing” whereby the private sector would 
be invited to tender for the provision of services normally 
provided by the public service as a means of maximizing 
quality of service at minimal cost. In effect, the public 
service would be required to compete for its work. 


As of mid—1992 about 300,000 public servants were 
working in some 81 government agencies ranging in size 
from 63,000 (the Department of Social Security) down to 
30 employees. Of the 81 chief executive officers, 30 had 
been recruited from outside the public service (54 of the 
positions had been filled through some form of open 
competitive process). A further 28 other government 
services involving some 68,000 employees had been 


identified as likely to become agencies. Official 
estimates were that government services worth about 
250,000 pounds sterling would have been subject to 
market testing by 1993 (unofficial estimates put the total 
closer to | billion pounds sterling). 


Committee Observations 


The Committee prefaced its observations with a note that 
it is “...convinced that there is a need to redesign the 
senior levels of the Canadian federal public service with 
a view to heightening and defining more clearly the 
responsibilities of senior managers in terms of 
accountability, and to promote the desire for constant 
improvements in performance.” It went on to note that 
“*..Canadian political authorities can certainly find 
inspiration in the British experience.” These comments 
are noteworthy in light of the several meetings the 
Canadian Committee has spent in the last three years 
looking into PS 2000, the Canadian public service reform 
initiative. 


“Canadian political 
authorities can certainly find 


inspiration in the British 
experience.” 


The report also contained the caution that “Although the 
Public Accounts Committee saw a number of changes in 
London that would be desirable in Canada, we are unable 
to rate the overall success of the British initiative. While 
a number of encouraging signs were brought out in our 
discussions, it 1s too early to assess the impact of the 
Citizen’s Charter on clients, managers and taxpayers.” 


The Committee report went on to make five specific 
observations about the British reform intiative. In 
summary, they were: 


(1) The unions had not been adequately consulted. 
Concerns were expressed about such matters as the 
structural advantages available to private sector tenderers 
(when competing for public service activities) through 
lower fixed costs, the impact of market testing on 
long-term planning and continuity, the potential for 
conflict of interest with private sector tenderers and the 
possibility of weakening security of information. 


On this point, the Committee avoided passing judgment 
on the increasing use of the private sector to provide 
government services but it did stress the importance of 
consultation with unions and professional associations. 
It went on to note: “...it would probably be worthwhile 
developing a new type of partnership between public 
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employees, senior managers and politicians before even 
thinking of undertaking such far-reaching reforms in 
Canada.” 


_* it would probably be 
worthwhile developing a new 
type of partnership between 
public employees, senior 


esha and cases 


(2) Market testing (contracting out public service 
activities) carried out too aggressively entails 
“«.considerable risks for management.”” The Committee 
felt that steps should be taken to ensure the neutrality of 
private sector persons performing public sector work, to 
ensure that managers threatened by privatization do not 
undertake “unacceptable innovations” such as dropping 
standards in order to remain competitive, and to guard 
against loss of interest by qualified persons in senior 
management positions in government (if such positions 
are to be constantly threatened by privatization). 


(3) There is the danger that ministers may tend to hide 
behind the Chief Executive Officer of an agency——to 
decline responsibility for the CEO’s actions. Put another 
way, “...more contracting out and privatization will 
gradually make accountability the responsibility of the 
private sector.” 


(4) The Committee wonders whether such significant 
change as the British Civil Service has gone through 
would be possible without “major shock treatment”. 

It notes the importance of powerful political support for 
the initiatives and observes that, had they not been 
imposed so forcefully, the natural tendency to resist 
change would have neutered the attempt to reform. 


(5) The Committee stresses that “‘...we must be careful 
that we do not produce a public service which is overly 
concerned with financial results and employment 
security and pays scant attention to the needs of its 
clients.” 


Accountability Relationships 


The Committee dealt with three broad topics under this 
heading: the quality of information made available to 
Parliament; the adequacy of program evaluation; and the 
management of aid to developing countries. 


With regard to the information made available to 
Parliament, the Committee found that matters are not 
much different in the U.K. than in Canada. British 
parliamentarians are reported to have little interest in the 
information presented to them, which has grown in 
quantity exponentially in recent years. Little attention is 
paid to the information provided as part of the 
government’s expenditure plans. Most of what is 
provided is regarded as irrelevant or too technical and 
complex. 


In the area of program evaluation, the Committee noted 
(to its surprise) that “...the British government has no 
clear and specific orders requiring regular and 
independent program evaluation; only new large-scale 
programs are evaluated in the year following their 
implementation.” Neither is there any formal evaluation 
of tax measures nor fiscal expenditures. 


The Committee was advised by officials of the Overseas 
Development Administration (ODA) that “...the risks and 
feasibility of all the projects in which it participates have 
been properly assessed ex ante, regardless of the method 
of financing and the amount involved.” It was also 
advised that ODA performs independent and systematic 
evaluation reports on each project some five to ten years 
after start-up, in which performance is assessed against 
the objectives established initially. 


Committee Observations 


On the subject of information for Parliament, the 
Committee observed that “...it is important to improve 
the quality of information delivered to the Canadian 
Parliament as soon as possible.” They noted that, if 
additional authority is to be delegated to senior officials, 
then parliamentarians must be better informed. They 
also stated that parliamentarians must make their 
information needs known. The report calls for 
information to be related to objectives and performance 
indicators and for consideration to be given to the use of 
electronic media. 


In the absence of a solid framework for program 
evaluation, the Committee reported that it was all the 
more convinced of the need for some form of periodic 
evaluation covering all programs as well as tax measures. 
The report recommends “that all programs be evaluated 
regularly and independently.” 


With regard to aid management, the Committee reported 
that it wanted to reinforce its earlier recommendation 
(Fourth Report) that the Canadian International 
Development Agency (CIDA) should carry out, 
regardless of the method of financing, an ex ante risk 
evaluation and an independent ex post evaluation for 
projects. It considers that such evaluation would lessen 
the risk of failure for a number of projects. 
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General Relationships 


The Committee took note of some key differences 
between the Comptroller and Auditor General of the 
United Kingdom and the Auditor General of Canada. 
The Comptroller and Auditor General (C. & A.G.) 
performs the comptrollership function of authorizing the 
movement of funds out of the Exchequer to individual 
departments and agencies. He audits the accounts of 
individual departments and agencies but does not have a 
set of consolidated financial statements on which to 
render an opinion. The C. & A.G. reports as work is 
completed—teleasing about 50 audit reports per year. 
The C. & A.G. is appointed for life, rather than for a 
fixed term, and both the Chairman of the PAC and the 
Chairman of the Public Accounts Commission have a say 
in the appointment. 


The Committee also took note of the role of the Public 
Accounts Commission, a body for which there is no 
direct comparison in Canada. The Commission is 
composed of nine backbench Members of the House, 
including the Chair of the PAC, whose roles include 
examining the Estimates of the Comptroller and Auditor 
General and appointing the auditor of the NAO. This 
body receives annually a five-year corporate plan for the 
NAO and, in consultation with the Public Accounts 
Committee and the Treasury, reports annually to the 
House of Commons on its work. 


The Canadian PAC also looked into the operation of the 
accounting officer concept, a practice whereby a senior 
officer in each U.K. organization, usually the permanent 
secretary of a department or chief executive officer of an 
agency, is formally designated as responsible for 
ensuring “...that expenditures are carried out according 
to the wishes of Parliament, avoiding waste and with due 
regard for prudence and economy.” Among other things, 
the accounting officer signs appropriation accounts, 
tables them as required and carries responsibility for 
safeguarding assets. At one time this role involved an 
element of personal liability and thus may have been 
seen as a powerful motivator; however, the Committee 
learned that this element of personal involvement has 


gone by the wayside, at least in practice. The requirement 


does remain however that, where the accounting officer 
finds that direction given runs counter to responsibilities, 
the officer is to record the objections, in writing, and 
provide a copy to the Comptroller and Auditor General. 


Committee Observations 


The Canadian Committee felt that there would be benefit 
from having the Chairman of the PAC formally consulted 
in the process of appointing a new Auditor General, 
primarily because this consultation would enhance the 
independence of the Auditor General. As well, the 
Canadian Committee felt strongly that the Canadian 


Auditor General “...should be able to table reports as 
soon as they are completed or as it considers 
appropriate.” The Committee report to the House 
contains a recommendation to this effect. 


On the matter of the Public Accounts Commission, the 
Canadian PAC observed that “‘...some serious thought 
should be given to setting up such a parliamentary 
commission that would be charged with 
evaluating—independently and far from any political 
interference—the budget requirements of the Office of 
the Auditor General, rather than leaving this up to the 
government.” Further, the Committee observed that such 
a commission could evaluate the performance of the 
Office of the Auditor General and participate in the 
selection of an Auditor General. 


Concerning the accounting officer concept, the 
Committee indicated that it felt that such formal 
arrangements would not be necessary in the Canadian 
setting so long as deputy ministers complied “absolutely” 
with the policies established by central agencies. 


Conclusions 


The Canadian Committee covered a lot of ground in its 
short visit and its report to the Canadian House reflects 
the breadth as well as the intensity of the visit. The 
report calls for the government to table a comprehensive 
response to the report pursuant to Standing Order 109 
which means the government has 150 sitting days to 
formalize its position and table a document in the House. 


With its recommendation that the Auditor General be 
allowed to report as work is completed, this PAC joins all 
the Canadian PACs over the last 10 years, in 
recommending formally that the Auditor General Act be 
amended to provide for such reporting. One optimistic 
view is that in an election year when government 
expenditures are under unusually heavy pressures, such a 
move might be seen to benefit an enlightened 
government. Such a government would see the 
legislative auditor as a positive contributing force and 
ally rather than as a nuisance to be avoided. * 


Drawing of the National Audit Office. 
Reprinted with permission. 
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Internal Audit in a Changing 
Management Culture — An Update 


by Ike Prokaska 


The Office’s recently published study, Internal Auditing 
in a Changing Management Culture continues to 
generate a high level of interest, with requests for 
information and copies of the study report still being 
received daily. 


This study, completed as the first phase of the Office’s 
government-wide audit of internal audit, was based on a 
survey of 40 government and private sector organizations 
in Canada and the United States. Our objective in 
carrying out the study was to document and describe the 
best of what we found and to provide a benchmark for 
internal audit in other organizations. We also wanted to 
alert senior management to the role that internal audit can 
and should play in federal government departments. 


Since its completion and publication, the study has 
generated a significant level of interest not only within 
senior management and the internal audit communities 
of the federal government but also on a very broad scale 
within the internal audit community at an international 
level. 


The team has received some very positive feedback on 
the study. The Institute of Internal Auditors (IIA), in 
reporting on the study in JIA Today, a newsletter 
distributed to ITA members worldwide, stated that 
“Audit directors will find the study a quick and 
interesting means of high-level benchmarking.” IIA 
President William Bishop noted that “I found this report 
to be right on target with the changes taking place in the 
profession today.” 


Closer to home, many Deputy Ministers and other senior 
managers have also responded in a very positive way. 
Comments received include: 


“Your report offers some interesting ideas for 
consideration by the Departmental Audit Branch to 
further strengthen the department’s audit function. 

I found especially interesting the discussion regarding the 
measuring of audit’s level of service performance with its 
clients.” 


Another Deputy Minister stated: “I believe that the study 
will be helpful and several of the best practices will be 
integrated within our internal audit function.” 


Of the 2,000 copies printed, all have now been 
distributed, and a second edition has gone to print. 


The table sets out the distribution of the first printing of 
the study report. 
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In addition to the distribution of the study report, the 
Internal Audit team has made many presentations on the 
results of the study. Presentations have been made to the 
CICA, CCAF, chapters of the Institute of Internal 
Auditors in Ottawa, Montreal and Washington, and to 
other groups such as UN agencies. * 


Distribution of Study Report 


Within the Canadian Government 


Senior Management 300 
Internal Audit Community 800 
Others 

U.S. Government Agencies 150 
Accounting Firms 100 
Fortune 500 Companies 200 
CCAF 400 
CICA 30 
Other Countries 20 
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9} suoluido 


*Public Sector Auditing/Accounting 


*Public Sector Auditing/Accounting 


*Understanding Deficit/Debt 


*Understanding Deficit/Debt 


*Accountability and Program 
Evaluation in the Public Sector 


*Understanding Deficit/Debt 


*Accountability and 
Making a Difference 


* Auditing in Partnership: 
A New Approach in Maximizing 
Productivity 


*Meeting the Challenges of 
Corporate Government 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Estern Stern 


Denis Desautels 


Classe de comptabilité, 
Université de Calgary, Calgary 


Classe de comptabilité, 
Université de 1’ Alberta, Edmonton 


Institut des comptables agréés 
de |’ Alberta, Edmonton 


Institut des comptables agréés du Manitoba 
(Petit déjeuner), Winnipeg 


IGF / IPAC (Déjeuner) 


Institut des comptables agréés de la 
C.-B.,Victoria 


Club Kiwanis, Ottawa 


Consortium international sur la 
gestion financiére des gouvernements, 
Miami, Floride 


Institut d’administration publique 
du Canada, Regina 


le 5 avril 1993 


le 6 avril 1993 


le 6 avril 1993 


le 7 avril 1993 


le 7 avril 1993 


le § avril 1993 


le 16 avril 1993 


le 2] avril 1993 


le 23 avril 1993 
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Discours et presentations 


Voici une liste des discours et des présentations qu’ont donnés les employés du Bureau du vérificateur général du Canada. La langue du titre correspond a 
la langue dans laquelle le discours a été écrit. Lastérisque (*) indique que |’on peut en obtenir une copie. 


Présentation 


*Défi du gouvernement fédéral : 
perspective du vérificateur général 


*Making a Difference 


*Les rapports du vérificateur général 
sont—ils des facteurs de changement? 


*Independence of Agencies in Times 
of Restraint 


*Accountability and Program 
Evaluation in the Public Sector 


*Forum on Industrial Participation 


*Energizing your Performance 
Indicators 


*Opening Remarks 


* Accountability 


*Une meilleure gestion au sein 
du gouvernement grace a la 
vérification 


*The Debt Clock is Ticking 


Par 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Tom Hopwood 


Michael Ryan 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Devant 


Chambre de commerce de Québec 


Centre canadien de gestion, Ottawa 


Institut de la gestion financiére, 
Montréal 


Comité directeur des chefs 
d’organismes, Ottawa 


Professeurs de maitrise en administration 
des affaires, Centre canadien de gestion, 
Ottawa 


Centre des Congrés, Ottawa 


Gestion axée sur le rendement 
dans la fonction publique, Ottawa 


Vérification des programmes 
agricoles fédéraux—provinciaux, Ottawa 


Ministére des Affaires 
indiennes et du Nord canadien, Ottawa 


Institut d’administration publique du Canada, 
Montréal 


Institut des comptables agréés 
de |’ Alberta, Calgary 


Date 


le 19 janvier 1993 


le 20 janvier 1993 


le 10 février 1993 


le 15 février 1993 


le 19 février 1993 


le 23 février 1993 


23-25 février 1993 


le 1°’ mars 1993 


le 17 mars 1993 


le 19 mars 1993 


le 5 avril 1993 
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There is an old saying that goes 
something like: the only two things 
certain in life are death and taxes. 
To this list a third item — change 
— could perhaps be added. Change 
is now a permanent feature of the 
landscape, whether we are looking 
internally at what we do or 
externally at what others are doing. 


The most recent — and perhaps the 
most significant — change for our 
Office is an amendment to the 
Auditor General Act that gives us 
the ability to report to Parliament 
periodically rather than just once a 
year. 


Brought about by the passage of 
Bill C—207 on 23 June, the new 
legislation allows for up to three 
reports per year in addition to our 
annual report. 


In my view, this is a major 
development in the history of the 
OAG as well as an exciting 
challenge to our audit teams. The 


shift to periodic reporting allows us | 


the opportunity not only to spread 
our workload more evenly 
throughout the year, but also to 
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produce audit observations that are 
more timely and relevant to our 
clients. 


Shortly after I became Auditor 
General, I began talking about 
wanting our Office to “make a 
difference” for the Canadian 
people. This desire was shared by 
many others in the Office and is 
now articulated in the OAG vision 
statement. The article in this issue 
on a technique adopted by the 
Revenue Canada audit team is a 
good real-life illustration of using 
this vision to drive an approach to 
auditing. 


In another article, Ron Wolchuk 
gives us an insider’s view of a 
major organizational change at the 
Office of the Privacy 
Commissioner. This reorganization 
was made necessary to face up to 
rapid changes in the field of 
information technology that could 
jeopardize its mandate of protecting 
privacy. This learning organization 
had to find ways of improving its 
efficiency in fulfilling its mandate 
in an era of increased public 
expectations, expanding workloads 
and resource constraints. 


This year we are having many 
interesting discussions with the new 
Public Accounts Committee. Since 
its members belong to two new 
political parties, and controlling the 
deficit was the main goal of the 
Reform Party during last fall’s 
electoral campaign, the hearings are 
challenging and stimulating. 


Our presentations to the Committee 
on the 1993 value-for-money audit 


of CIDA, the Canadian 
International Development Agency, 
emphasize the need for closer 
scrutiny and improved management 
of our numerous foreign aid 
projects through systematic 
measurement and reporting of 
program operations and results. 


An article in this issue by Foreign 
Affairs Principal Vinod Sahgal and 
Esther Stern points out the 
advantages of concurrent audit in 
the area of economic assistance to 
developing countries. They discuss 
how increased collaboration among 
Supreme Audit Institutions will 
enhance our efforts to ensure that 
funding is properly directed to 
accomplish Canada’s objective of 
sustainable development. This calls 
for a dramatic change in the way 
SAIs, in both donor and recipient 
countries, plan their audits. 


Despite all these changes, one thing 
does remain constant — my good 
feelings and good wishes for all 
Office staff. As this year unfolds, I 
continue to hope for an 
improvement in the economic 
situation, nationally and globally, 
and extend my best wishes to each 
of you.* 


L. Denis Desautels, FCA 
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The Delphi Method: Boosting 
Audit Creativity 


by Jim Ralston 


How can legislative auditors “make 
a difference” — that is, improve 
government accountability, 
efficiency and effectiveness — 
through their work? While there are 
many contributing factors, perhaps 
the most important factor is the 
legislative auditor’s ability to 
identify significant issues that can 
be pursued in value-for-money 
audits. The auditor’s reports on 
such issues can capture the attention 
of legislators, the press and the 
public, and the consideration of 
these issues can lead to solutions to 
problems and the betterment of 
government and society. 


Identifying good audit issues is a 
creative process. Every auditor at 
some time or other has no doubt 
experienced flashes of creative 
insight. Likewise, every auditor has 
surely experienced the frustration of 
being mired in the obvious, the 
well—worn — unable to find the new 
way of looking at a situation that 
may lead to a breakthrough in 
problem solving. 


This article discusses the use of a 
well-known technique — the Delphi 
method — in a value-for-money 
audit context as an experiment in 
boosting creativity. 


Value—for—money auditors in the 
Office of the Auditor General of 
Canada (OAG), for the most part, 
are organized into teams and 
assigned to examine particular 
government departments. One such 
team, under the direction of an 
Assistant Auditor General, is 
responsible for value-for-money 
audits of the Department of National 
Revenue — also known as Revenue 
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Canada. Revenue Canada is 
responsible for administering the 
income tax, the goods and services 
tax, the excise tax and certain other 
relatively minor taxes. 


The OAG has each year since 1988 
performed and reported at least one 
value-for-money audit on Revenue 
Canada. These audits have touched 
upon each of the major forms of 
taxes and have dealt with matters of 
tax administration and tax policy. 
For the most part, these audits 
focussed on the income tax 
administration activities as defined 
by the Department in the Estimates 
that it places before Parliament. 
This is an approach to scoping a 
value—for—money audit that is often 
used in the OAG. In early 1992, as 
the OAG’s Revenue Canada audit 
team looked ahead to what might be 
topics of future audit projects, it was 
interested in exploring other points 
of view from which to look at 
income tax administration. 


In order to find new points of view, 
the members of the team had to be 
careful not to fall back upon their 
habitual modes of thought. What 
was needed was input from other 
sources. 


Part of the answer was the addition 
of new members to the team. Then 
the team began an extensive 
program of consultation with 
Revenue Canada management, with 
professional tax practitioners and 
with certain members of the public 
known to be interested in income tax 
matters. This process produced 
much valuable information, but the 
Revenue Canada audit team saw two 
shortcomings in the process. First, 


in all cases, members of the team 
were participants in the process. 
There was a tendency, though not 
intentional, for team members to 
control and influence each interview 
so that the same ground was covered 
over and over. Second, the only 
challenge to or development of the 
ideas expressed by the people being 
interviewed came from the audit 
team members. The audit team 
realized they needed a method that 
would promote dialogue among 
people outside the audit team and 
that would minimize the audit 
team’s influence. This, it was 
thought, would provide a better 
chance at getting really fresh ideas. 


After some thought and research, the 
Revenue Canada audit team decided 
to experiment with the Delphi 
method. The Delphi method is 
widely used as a long-range 
forecasting technique. In this 
method a panel of experts is 
assembled. The panel members 
never meet nor do they know each 
others’ identity. All communication 
is done in writing through the person 
or group organizing the exercise. 
The first step is to mail panel 
members a questionnaire and gather 
their responses. The second step is 
to summarize the responses and 
report the results to the other panel 
members, all the while keeping 
secret the identities of the panel 
members. In this step, panel 
members are invited to comment on 
each other’s responses and, if they 
wish, to modify their own earlier 
responses. Where the objective of 
the exercise is to produce some sort 
of estimate, say for future sales of a 
particular product, the process of 


providing forecasts and commenting 
on the forecasts of other panel 
members can go on for several 
rounds until a consensus or stable 
distribution of estimates emerges. 


However, the usefulness of the 
Delphi method goes beyond 
producing long-range sales 
forecasts. It can be used equally 
well to obtain an interplay of expert 
opinions in a controlled manner. 
This was how the Revenue Canada 
audit team used the technique. 


The team first focussed attention on 
the selection of the panel itself. All 
members had to be expert in 
taxation, but beyond that criterion, 
the team wanted as much diversity 
as possible in order to maximize the 
cross—fertilization of ideas. The 
panel was made up of three people 
from each of three categories of tax 
expert: accountants, lawyers and 
economists. The panel was also 
chosen to represent a cross—section 
of Canada’s regions and, with 
respect to the accountants and 
lawyers, a cross-section of clientele 
— large and small businesses, 
farmers, individuals, etc. 


A questionnaire consisting of 

14 open-ended questions was 
devised by the members of the 
Revenue Canada audit team. For 
example, questions asked for the 


respondents’ thoughts on what 
challenges Revenue Canada would 
face in the future. In drawing up the 
questionnaire the team consulted 
with the OAG’s functional 
responsibility leader for survey 
methodology. The questionnaire 
was also field—tested for clarity with 
one member of the panel prior to its 
being sent to all panel members. 


Members of the panel were paid a 
fixed fee for their participation. 

This was done to compensate them 
for what was expected to be a 
significant effort and to establish a 
relationship in which the audit team 
could set out certain requirements 
for confidentiality of the information 
that was to be obtained and shared. 


The exercise was conducted for only 
two rounds. The questionnaire was 
sent to panel members, first-round 
responses were collected and 
summarized, the first-round 
summary was sent to panel 
members, and the second—round 
responses were collected and 
summarized for use by the Revenue 
Canada audit team. Since no 
consensus was needed, the process 
was terminated after the 
second-round responses had been 
obtained. 


In general, the experiment was a 
success. There were some 


problems, however. Some panel 
members’ responses betrayed a lack 
of serious effort on their part to 
respond to the questionnaire or to 
offer a critique of the other panel 
members’ responses. Fortunately, 
because of the fairly large size of the 
panel, an adequate number of 
high-quality responses was 
obtained. Another problem was that 
the panel members did not all 
respect the deadlines for response 
given to them. As a result, the 
process took much longer than had 
been hoped. Finally, being its first 
experience with this technique, the 
team underestimated the amount of 
work involved in summarizing and 
analyzing the responses — especially 
at a time when the team was also in 
the midst of another major 
value-for-money audit project. 


Although time-consuming, the 
Delphi method is quite easy to 
apply. The keys to success are the 
astute selection of panel members, 
the formulation of fruitful, unbiased 
questions, and the unbiased 
summarization of responses that are 
then offered to other pane] members 
for comment. We on the Revenue 
Canada audit team would very much 
encourage other value-for-money 
auditors to try out the technique and 
to share with their colleagues the 
lessons they learn.* 
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Re-engineering the Office of the 
Privacy Commissioner 


by Ron Wolchuk, Director, Audit Operations 


Ron Wolchuk was seconded to the Office of the Privacy 
Commissioner from May 1992 to September 1993 as 
Director, Privacy Compliance and Research. In 
addition to the duties of this position, he was given 
responsibility for co-ordinating planned changes to its 
organization structure and operations. 


Privacy Commissioner Bruce Philips (left) with Ron Wolchuk. 


“Changes in attitudes, the theory goes, lead to changes in individual 
behaviour. And changes in individual behaviour, repeated by many 
people, will result in organizational change.... In fact, individual 
behaviour is powerfully shaped by the organizational roles that people 
play. The most effective way to change behaviour, therefore, is to put 
people into a new organizational context, which imposes new roles, 
responsibilities, and relationships on them.” 


Michael Beer, Harvard Business Review (1990) 


A Time for Renewal 


In the fall of 1992, the Office of the Privacy 
Commissioner (OPC) embarked upon a journey that 
would fundamentally change its overall effectiveness 
both now and in the future. The goal was clear: Change 
what OPC staff members do, and how they function, and 
maintain a continued openness to change in order to 
accrue a greater return for their efforts. 


The timing was right. This was the tenth anniversary of 
the Privacy Act and this Office. Factors that have an 
impact on individual privacy had changed over that 
period. The speed and substance of present and future 
challenges to privacy would require a more deliberate 
and collaborative effort within the Office. 


Renewal was also in the wind across the federal public 
sector. Since 1989, there had been a new spirit of public 
service—wide change championed by Public Service 
2000 and more recently reinforced in law by Bill C—26, 
the Public Service Reform Act. Within this supportive 
atmosphere, OPC would revisit what it had done and 
what it could become. 


Chapter 5 of the 1992 Auditor General’s Report 
addressed the subject of the “learning organization” 
within the public environment, a concept reinforced by 
current pressures such as rapid change, increased public 
expectations, expanding workloads and resource 
constraints. The Office of the Privacy Commissioner 
was also experiencing these challenges. In response, it 
had to make the necessary organizational and 
operational adjustments to adapt to these factors while 
preparing for the future. 


A New OPC Mission 


The Office of the Privacy Commissioner began 
principally as a data protection office to investigate and 
report on complaints. The Office organized itself 
primarily to play an effective ombudsman’s role as it 
related to the Privacy Act. Other functions such as the 
audit of federal institution compliance with the Act, 
public education, policy work and research were less 
emphasized. However, some substantive progress was 
made despite the absence of cohesive direction. 


The first task was to re-examine the purpose and role of 
the Office. The result was a revised mission statement, 
which included the following: 


® To be an effective ombudsman’ s office by ensuring 
that everyone in Canada enjoys the rights set out in 
the Privacy Act. 


@ To be an effective guardian on Parliament’s behalf 
by assessing the quality of the government’s 
adherence to the Privacy Act. 


@ To be Parliament’s window on privacy issues 
through the provision of research and 
communications to ensure that legislators are armed 
with the facts needed to make informed judgments. 


@ To be a primary national resource centre for 
research, education and information on privacy. 
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The Change Process 


The completion of the revised OPC mission statement 
became the foundation for the remainder of this renewal 
process. The process consisted of three major 
components: (1) a structural phase for redesigning the 
organization and its jobs; (2) a human resource phase 
concentrating on staff capabilities and interests; and (3) 
a final implementation phase consisting of staff 
retraining and placement, as seen in the chart below. 


Devising a new organization structure became the 
Office’s first challenge during the structural phase. 
Like other formal organization structures, OPC had 
evolved into an association of independent operational 
units, each with its own agenda. This led to some 
disappointing output, unnecessary duplication and a 
general lack of communication across the Office. The 
new structure has opened up the organization, expanded 
the scope of jobs and tied unit responsibilities more 
closely together. The intended result is staff 
cross—fertilization and an improved sense of teamwork. 


OPC jobs were then rewritten, which provided a basic 
inventory of job knowledge/skill requirements for all 
positions. This has assisted in clearly outlining internal 
career paths and the differences in job content. Jobs 
became more generic in nature, expanding potential 
incumbent tasks and increasing variety in the work to be 
performed. 


January/ 
janvier 
(93) 


Operational Job 

Planning/ | || Classification/ | 
Planification Classification | 
opérationnelle de postes 


Structural Phase / Human Resource Phase / 
Phase de structure Phase des ressources humaines 


Employee 


Interviews/ 


Entrevues 
des 
employés 


The human resource phase actually began with a series 
of “townhall” meetings in which key changes and 
progress were shared and discussed with all OPC staff. 
In addition, all staff members were interviewed to 
ascertain individual employee capabilities and career 
interests within the context of the new structure. As 
well, employees provided suggestions for improving the 
existing work environment. 


The results were consolidated into a human resource 
plan for staffing the new organization structure. At the 
same time, work was well under way to change 
operational methodology and deliver internal training 
programs in such areas as complaint and compliance 
investigations. Techniques were borrowed from the 
audit community (i.e. audit scoping and the use of 
advisory committees) to improve Section 37 compliance 
investigations of federal institutions. 


From a human resource perspective, the key to overall 
success would rest in the operational planning process. 
A new approach was designed to make better use of the 
new, flexible organization structure. OPC could then 
redeploy staff between units based on operational 
priority and individual capability and interest. 


The final implementation phase was planned in three 
segments. The first would seek to stabilize the 
organization at both the top and bottom by filling or 
confirming incumbents of all management and 
operational support positions. During the same period, 
all privacy officers would receive orientation and 
on-the-job training in functions where they lacked 


September/ 
septembre 
(93) 


Methodology 
and Development’ 
| Méthodologie et 
perfectionnement 


Individual 
Development’ 
Perfectionnement 
individuel 


Implementation / 
Mise en oeuvre 


aE 


Operational 
Plan (94-95) 
Plan 
opérationnel 


Staffing Actions/ 
Dotation 
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previous experience. The stage would then be set for 
final staffing decisions based on merit. 


Post Script 


This current change initiative is merely the first step of 
an ongoing endeavour. In order to remain effective over 
the long term, this Office must continue to adapt to both 
the speed and substance of social, political and 
technological change as it relates to individual privacy 
rights. For instance, advancements in portable 
computing and digital telecommunications present a 
formidable challenge to the control of personal 
information about individual Canadians. 


Although OPC is in the process of completing this 
initiative, experience to date has already yielded some 
learning and enlightenment. 


1. Change what people do. The key to 
organizational renewal is found in the 
operational activities and tasks performed by 
staff. Focus on examining and redefining what 
employees do. The desired adjustment to 
employee attitudes and behaviours will 
naturally follow. During the OPC initiative we 
discovered that employees didn’t fully 
understand the implications of the planned 
change until they were oriented and trained for 
their new responsibilities. 


2. Leadership commitment must be visibly 
present. Management theory has always 
emphasized the importance of this factor. A 
change process of this magnitude cannot 
succeed without leadership. The OPC 
experience confirms the need for top 
management commitment and participation to 
ensure employee trust. The more the Privacy 
Commissioner was involved in group meetings 
and the preparation of communiques, the more 
employee faith in the process grew. 


3. Communication is the key. Throughout the 
change process, both employees and managers 
alike need to know what decisions have been 
made, what has occurred. This means a 
concerted effort to tell everyone concerned 
what will take place, and then inform them 
when it happens. Missed communication can 
cause misunderstanding. OPC used both 
all—staff meetings and written documents to 
communicate plans and progress. Despite this 
concerted effort, some peripheral discussions 
did occur that immediately stimulated the 
informal communication network and caused 
some misinterpretation. 
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4. Consistent behaviour reinforces effective 
change. As a general rule, all formal or 
informal actions and statements that impact on 
the planned change should be carefully 
considered or screened. This can be 
accomplished by the individual or team 
managing the change. One slip, one 
misinterpreted discussion or one inconsistent 
action can derail valuable momentum. 


5. Pace and timing make a difference. The 
speed with which the steps of the process are 
completed is a tricky business. Move too fast 
and the degree of change may be 
overwhelming for all concerned. Move too 
slowly and momentum may be lost. It is 
essential to follow a clear plan, set reasonable 
targets for completion and ensure that they are 
honoured. The OPC change process moved 
swiftly at first, but then slowed during work 
description writing. Since employees knew the 
original planned schedule, they perceived a 
general decrease in the overall level of 
enthusiasm for this initiative during this slow 
period. 


6. Seek out major stakeholders of the past. In 
every change there is a before and an after. 
Some of those who had effectively adapted to 
past practices might be somewhat 
uncomfortable with the new order. Make a 
special effort to seek them out and get them 
involved at the outset. They can make the 
difference between a successful venture and a 
simple paper change. 
On a personal note: When one attempts to intervene, 
redesign or just simply adjust the operations of an 
institution, one realizes quickly that planning and some 
measure of care can effectively carry out the mechanics 
of the exercise. The independent variable is people. 
Individual perceptions, past experiences and 
expectations are the most delicate factors in the overall 
success of these initiatives.* 


Can Legislative Auditors Make a Positive 
Difference to the Performance of 
International Organizations? 


by Vinod Sahgal and Esther Stern 


This article explores the concept of concurrent auditing 
in the context of membership in international 
organizations. It describes value-for-money audits of 
Canada’s membership in two international 
organizations — the United Nations and the Regional 
Development Banks — recently completed by the Office 
of the Auditor General of Canada. 


This experience suggests that concurrent auditing 
among member supreme audit institutions (SAIs) can 
“make a difference” in terms of how effectively the 
international organizations deliver their programs. 
Further experimentation with the concept of 
“concurrent” or “parallel” auditing among legislative 
auditors is encouraged. 


The Audit Environment 


In 1993, the world’s spending on development 
assistance reached $70 billion — ample evidence that 
governments are committed to international 
co-operation as a way of improving the lot of the 
developing world. But the business of development 
assistance has become a high-risk enterprise, 
particularly since emphasis has now shifted away from 
relying strictly on discrete projects toward 
macro-economic programs that most experts both in 
Canada and in the international organizations 
themselves recognize can bear fruit only in the longer 
term. 


The delivery of development assistance is publicly 
reported to be notoriously vulnerable to fraud, 
waste and inefficiency. It is widely recognized that 
the accountability structures of the international 
organizations such as those belonging to the family of 
United Nations need strengthening; their performance 
is not always consistently monitored, and public 
scrutiny of their operations is limited. The long-term 
costs of many infrastructure projects are likely to be 
higher than initially anticipated because the price tag 
on certain aspects, such as protecting the environment, 
were underestimated at the outset. Finally, much 
international lending takes the form of structural 
adjustment loans — facts that both donor and recipient 
countries take seriously. 


At the same time, public support for foreign 
development aid is declining in donor countries as 
the tax burden associated with government 
programs rises. Development assistance budgets are 
therefore tighter, and governments are being pressured 
to show the public more clearly the results and benefits 
in terms of sustainable development of the billions of 
dollars they spend abroad each year. 


Making a Positive Difference 


The challenge of this environment for those supreme 
audit institutions auditing international or bilateral 
programs is to find a way to “make a positive 
difference”, as Canada’s Auditor General Denis 
Desautels expressed it. In Canada, that means finding 
ways to make the parliamentary scrutiny of 
international aid activities more effective by producing 
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strategically oriented, high—quality information on the 
results parliamentarians can reasonably expect for the 
dollars expended and on how and for what all the 
players concerned — donor governments and their 
agencies, international organizations, recipient 
governments and their domestic agencies — can 
reasonably be held to account. 


It also means examining the way Canadian agencies 
involved in dispensing international assistance manage 
their activities, both in their Canadian headquarters and 
in the offices they maintain in the international 
organizations of which Canada is a member. While 
we, as national audit bodies, may review reports 
published by the international agencies and by the 
governments and agencies of recipient countries, and 
while we may try to interview a representative 
cross-section of individuals in those organizations, we 
are acutely aware that the mandate of the national audit 
office of any one country normally stops short of 
examining the internal operations of the international 
agencies or the organizations of recipient countries. 


We are also aware that we are always auditing what has 
transpired in the past — that some things invariably will 
have changed by the time we issue our report. 
However, events tend to move relatively slowly in the 
field of international assistance, and we believe 
value-for-money audits can make a difference if our 
recommendations are based on knowledge of best 
prevailing practices, and if our audits take into account 
corrective action initiated by the organization in 
response to what it has learned from its experience. In 
the final analysis, the failure of a particular aspect of a 
program’s management to perform according to 
expectation is not necessarily the real point of the 
audit; the only true failure is the failure to learn from 
past experience. 


In the purely domestic sphere, we have found that our 
single largest contribution lies in forging a partnership 
— a meeting of the minds — with the audited entity. 
When those who manage the audited entity realize that 
we, like they, are working toward similar goals — 
improving overall accountability for public 
expenditures and delivering government programs as 
efficiently, effectively and economically as possible — 
they can begin to look at their international 
participation from a new vantage point. 


In 1992, we audited the Canadian International 
Development Agency’s, participation in the four main 
Regional Development Banks. The results of that audit 
are reported in the 1992 Report of the Auditor General 
of Canada. Our work on Canada’s participation in 
international organizations began earlier, however, with 
an audit of the coordinating activities of the 
Department of Foreign Affairs, reported in our 1991 
Report. The audit covered the management of 
Canada’s membership in international organizations 


such as the United Nations and its specialized agencies. 
The 1992 audit involved CIDA primarily, but the 
Department of Finance and the Department of Foreign 
Affairs were indirectly involved because, ultimately, 
the activities of the international financial institutions 
place us squarely back in the realm of foreign policy. 


Both of these audits were undertaken for the same 
stated purposes — to help government and Parliament to 
scrutinize the stewardship of the development 
assistance funding that Canada provides through these 
mechanisms and the results achieved with that money. 
We focussed on the management practices followed by 
Canada, examining headquarters activities, activities 
within those multilateral organizations of which 
Canada is a member, and the reports of the impact 
those activities have had on some of the recipient 
nations. We wanted to know how the departments and 
agencies we audited assessed the benefits of Canada’s 
participation, particularly in view of the government’s 
ongoing policy of fiscal restraint, and how they 
communicated the benefits of that participation to 
Parliament and the taxpayers of Canada. And, because 
these audits scrutinized the main aspects of Canada’s 
multilateral aid commitments, we were interested in 
discovering how and how effectively, overall, Canada 
was managing its multilateral spending. 


Auditing Multilateral Expenditures 
and Activities 


Our 1992 audit found that CIDA and Parliament need 
better information about how effective Canada’s 
participation is in promoting sustainable growth 
through the regional development banks -— the first 
aspect of overall effectiveness. Although Canada is 
working with the regional banks on effectiveness 
evaluations, results to date have been mixed. 


Another aspect of effectiveness as it applies to the 
Regional Development Banks is the degree to which 
they operate as viable financial institutions. We found 
that Canada’s ability to analyze the quality of loan 
portfolios of the regional development banks is another 
facet of activity that requires improvement. This is 
particularly important because all international 
financial institutions have become dispensers of large 
sums of money to nations that are often viewed as less 
than fully creditworthy by the international capital 
markets. 


There appears to be little Canada or any other single 
member state can do by itself to alter the policies of 
these lending institutions either to limit exposure or to 
demonstrate that the money paid out promotes the 
country’s stated goals. This issue of making Canada’s 
presence felt in promoting good stewardship arises in 
connection with the non-financial international 
organizations, such as those in the UN system, as well. 
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With the regional development banks, for instance, 
CIDA notes that action to address any single member’s 
concerns of prudent fiscal management move at a 
snail’s pace. 


The other type of financial involvement in international 
organizations is the payment of membership dues in 
international organizations not exclusively dedicated to 
development. The management of these memberships 
was the focus of our 1991 audit report on External 
Affairs. Here again, our aim was to promote 
accountability for — and Parliament’s scrutiny of — 
expenditures and activities and the results they 
achieved. This audit covered membership payments 
(“assessed contributions”) in international 
organizations, primarily in the UN system 
(peacekeeping and NATO excepted). Here, again, we 
found that Canada or any other single member country 
has had little success in changing in any significant 
degree the way these organizations operate, despite 
years of effort to improve management in these 
notoriously poorly managed organizations. 


An ability to “stand back” and look at overall 
operations from a different and perhaps more objective 
angle has become necessary for Canada’s Department 
of Foreign Affairs, which co-ordinates Canada’s 
membership in these non-financial multilateral 
organizations. Gone are the days when any country 
can simply take it for granted that membership in a 
given international organization is automatically 
beneficial, either to the country or to the organization. 
A businesslike approach is to select the most 
productive memberships. External Affairs needs to be 
able to assess in advance an organization’s potential 
ability to meet Canada’s foreign policy objectives and 
then to monitor that organization’s activities to ensure 
that Canada’s objectives are being promoted. 


At the outset of our audit of External Affairs, the 
department maintained that, once Canada joined an 
international organization, the country was duty bound 
as a matter of policy to remain an active member as 
long as the organization continued to exist — forever, if 
necessary. In response, we made the case that fiscal 
reality forces hard choices on the government and that 
it was the department’s duty to become more 
businesslike in its approach to these international 
obligations. Global issues and priorities are changing. 
In fact, some Canadian missions abroad and some of 
the Department’s headquarters officials had begun to 
question the relevance of some facets of the programs 
of various international organizations. We are pleased 
to report that we have been able to achieve a meeting 
of the minds with the Department on this issue and that 
it has acknowledged the need to reconsider Canada’s 
continuing membership and participation in several 
international organizations, particularly those where 
there may be overlapping responsibilities and 
expensive bureaucratic procedures of limited value. 


What One Nation and Its SAI Can and 
Cannot Do 


The audits of External Affairs and of CIDA illustrate 
the constraints one encounters in auditing the 
management of a country’s participation in the 
activities of a multilateral organization and of the 
expenditures tied to that membership. A single 
country, regardless of the size of its financial 
involvement, has only a limited ability to influence the 
effectiveness of multilateral spending. Similarly, the 
supreme audit institution of any donor country can 
comment only on the management of its own country’s 
participation; it cannot make direct observations on the 
effectiveness or efficiency of the international 
organization’s operations or on the impact of those 
operations on the recipient country. 


Clearly, there is a central role here for the community 
of supreme audit institutions performing 
value-for-money audits. We believe that better 
answers to the questions about international 
organizations that we raised in conducting our audits 
will produce better information both for the 
international organization and for its member countries. 
We also feel that there may be a role for the 
international community of supreme audit institutions 
in cases where the crux of a recommended change 
brings a country’s legislature into play. Such a 
situation occurred during our audit of CIDA and the 
regional development banks, when we suggested that 
the Minister’s authority to guarantee off—balance—sheet 
financing and his or her overall accountability be 
clarified. 


Concurrent Audits Can Make a 
Positive Difference 


Canada is not alone in tying a major portion of its 
official development assistance to the activities of the 
international financial institutions. And since 
structural development loans are dispensed almost 
exclusively by these organizations, we think it is time 
for supreme audit institutions to take some of their own 
advice and collaborate with their colleagues in other 
countries in conducting concurrent audits. A 
concurrent audit is an audit in which two or more 
supreme audit institutions co-ordinate their audits of a 
given international organization or development 
project, doing them at about the same time and in 
consultation with each other. Since audit reports from 
each country’s supreme audit institutions therefore 
become available at approximately the same time, 
concurrent audits promote debate of the audit issues in 
several countries with similar concerns at the same 
time, thereby encouraging the application of concerted 
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pressure on the international organization to change 
and improve its practices. 


The benefits are many. Since many of the issues facing 
legislative auditors — sustainable development, the 
environment, international trade — suggest that many 
audit topics and methodologies are common to all, 
participants could readily share information on audit 
approaches and methodology. Hands-on information 
then becomes more widely available in the professional 
community worldwide — and that, in turn, enhances the 
quality of all the audits conducted in this field. 


Now that audit standards have been developed for 
INTOSAI, supreme audit institutions can begin 
experimenting with ways in which they could rely on 
the work of others, thereby minimizing duplication of 
effort in auditing an institution. The overall cost of 
auditing a development project would be reduced, the 
audit would become more penetrating to the ultimate 
benefit of all. 


We all know that the quality of an audit’s observations 
improve when the perspectives of all the key players 
have been taken into account. Our experience in 
auditing bilateral projects has amply demonstrated this 
point. The enhanced quality, comprehensiveness and 
effectiveness of an audit that factors in the perspectives 
of the key actors should promote more informed debate 
and, ultimately, better decision making. 


Where to Start? 


There are several approaches to concurrent auditing 
that merit exploration. Two or more countries that 
belong to the OECD, the International Monetary Fund, 
the World Bank or one of the Regional Development 
Banks might choose a topic of common significance, 
such as the structural adjustment programs linked to 
their overseas development agencies. They might 
examine whether the international organization’s 
expenditures are managed and progress monitored in a 
way that optimizes value for money, whether social 
factors in the recipient country are respected or 
whether environmental concerns are taken into 
account. 


As another approach, two or more donor countries that 
contribute to the United Nations or to one of the 
Development banks we have been discussing here, 
could each audit their own country’s management of 
their financial contributions. The audit effort of one 
member would thereby be reinforced by the findings of 
the others. 


There are also synergies to be exploited when a jointly 
financed project is concurrently audited by the external 
auditors of all the contributing organizations. All 
facets of the management of an entire project could 
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thus be investigated and reported on, regardless of the 
sources and methods of funding. 


There are undoubtedly other approaches that supreme 
audit institutions can devise, depending on the audit 
being planned. Canada’s Office of the Auditor General 
is participating in a program run through the Canadian 
Comprehensive Auditing Foundation to upgrade the 
quality of audits in developing countries. CIDA’s 
International Office Assistance Program funds 
fellowships that bring senior legislative auditors to 
spend a year in Ottawa. We hope to build on these 
expanding contacts in other supreme audit institutions 
to develop concurrent auditing. 


In Conclusion 


International organizations with multilateral 
membership are here to stay and they will undoubtedly 
become even more prominent in the emerging global 
economy. Moreover, the exposure of all donor 
countries is rising, particularly in the multilateral 
lending institutions, because virtually all structural 
adjustment lending is now made by sovereign states 
through these institutions, and borrowing nations are 
dangerously overcommitted — witness the recent 
accelerated pace of debt restructuring. The 
effectiveness of international organizations in 
delivering the results expected of them is therefore a 
significant matter, and one that supreme audit 
institutions must confront. It behooves all countries to 
promote the accountability of these organizations to 
their members, and to improve their effectiveness in 
achieving their stated goals and their management of 
the large (and growing) share of the world’s 
international development funding. Supreme audit 
organizations and their activities are close to the heart 
of the matter — and co-operation by sharing best 
practices and concurrent auditing is the 
recommendation we have for the international 
legislative audit community towards “making a 
positive difference”.+ 


Queries and observations about the foregoing should 
be addressed to Vinod Sahgal or Esther Stern, Audit 
Principals, Foreign Affairs Audit Team, Office of the 
Auditor General of Canada, Ottawa, Ontario, 

KIA 0G6. 


Justice Meets Audit — The Auditor 
General’s First Value-for-Money Audit 
of the Department of Justice 


by Janet Jones and Ann Wesch 


Now that the first value—for—money audit of the 
Department of Justice is over, how do the players feel? 


“Tt was like a Finnish sauna, painful but refreshing,” 
said Richard Thompson, Senior Assistant Deputy 
Minister, Department of Justice. 


The Office of the Auditor General (OAG) started the 
first value-for-money audit of the Department of 
Justice in 1992. The results of the audit were published 
as Chapter 17, Legal Advisory and Litigation Services, 
in the Auditor General’s 1993 Report to Parliament. 


From an OAG perspective, the audit unfolded 
smoothly. “The Deputy Minister of Justice, John Tait, 
was very receptive to the idea of an audit,” 

said Assistant Auditor General Richard B. Fadden, who 
had overall audit responsibility for the OAG. “The 
Deputy Minister is using the audit as an aid to his 
management.” 


“Secondly, we established good lines of 
communication,” Richard Fadden continued. “We 
established a good relationship with Justice’s Assistant 
Deputy Minister, Mario Dion. We developed the 
practice of the two teams meeting every month or so. 
We found that ongoing communication was worth its 
weight in gold.” 


Mario Dion concurred. “We would exchange notes and 
ensure that the OAG team was getting the best possible 
co-operation and obtaining all the data needed. It was 
a good way to prevent any misunderstandings. So our 
reaction was positive: let’s learn something out of this, 
let’s co-operate fully.” 


“Auditor General Denis Desautels’ attitude towards 
auditing also had a very positive effect on our initial 
attitude,” Mario Dion said. “It was clear to us through 
statements he had made that the OAG was not in the 
business of finding the juiciest surprises possible. 
We’re both part of a team. We’re trying to learn 
together how to improve things. We were looking 
forward to the audit and weren’t disappointed.” 


“We also kept my colleagues, the sector heads, and the 
Deputy Minister informed constantly about what was 
taking place during field work and reporting,” he 
continued. 


“The audit focussed on legal advisory and litigation 
services. We found that despite increased resources 
allocated to the Department in recent years, client 
demands were starting to exceed the Department’s 
ability to respond to them fully and effectively. As a 
result, unless there are significant changes in the way 
the Department manages its activities, we believe its 
capacity to do what Parliament has mandated it to do 
— to protect and promote the legal interests of the 
Crown — will be undermined. 


“In conducting the audit, we visited several regional 
offices — Vancouver, Winnipeg, Toronto, Montreal and 
Halifax. We visited a number of the Legal Service 
Units that are located in government departments, 
including Transport, Health and Welfare, and Revenue 
Canada — Taxation,” explained Audit Principal Henno 
Moenting, who headed up the OAG team. “We 
focussed on clients when we looked at Legal Advisory 
Services. We did two things: we looked at some client 
surveys that the Department itself had carried out and 
we interviewed a number of clients to ask about the 
quality of services they were receiving. We spoke to 
some stakeholders in the Department’s Litigation 
Services as well, people like officers in the RCMP and 
municipal police forces.” 


“The Department of Justice is a very professional 
organization,” Henno Moenting said. “There’s a 
significant degree of independence and concern with 
working to a high standard of quality and 
professionalism.” Richard Fadden concurred. “The 


Assistant Auditor General Richard B. Fadden had overall audit 
responsibility for the Justice Audit. 
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Department is populated largely by members of a 
single profession. Its output is intellectual. It struck 
me that it has similarities with the Office of the Auditor 
General. Both organizations view themselves as being 
important to the national interest. Both are protective 
of their mandate and responsibilities, yet at the same 
time, are animated by a strong desire to contribute to 
the common good.” 


Audit Principal Henno Moenting headed the OAG audit team 
during the Justice audit. 


The Department has experienced a number of dramatic 
changes in recent years. “There has been a marked 
acceleration in both the complexity and volume of 
services following the advent of the Canadian Charter 
of Rights and Freedoms in 1982,” said Mario Dion. 
“Certain social phenomena, such as the influx of 
refugees into Canada starting in 1985 and an increase 
in native land claims, have contributed to this,” he said. 


At the time of the audit, what did the OAG find? 


@ The Department did not have a corporate plan. The 
Department had limited information on the number 
and types of litigation cases it handled and what 
they cost. It had few procedures to keep track of 
when requests for service came in and how long it 
took to respond. Parliament received little 
information on workload, performance, and costs. 


@ Client departments and agencies provide about 30 
percent of the total resources used to deliver 
litigation and legal advisory services. This means 
that the Department does not have the control it 
needs over resources. This could be a problem 
when priorities change and the Department needs 
to shift resources. 


@ The Department needs stronger control over 
Crown agents — private sector lawyers working 
on contract. It gives them little supervision and 
has little information on what they do. 


@ The Department recognizes information 
technology’s potential to help deal with the 
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challenges it faces. Ambitious plans foresee the 
investment of $78 million over an eight-year 
period to 1996-97. The Department will need to 
get key things right in managing this investment if 
the opportunities are to be realized. 


® Because information is provided to Parliament on 
a departmental basis, and not on an activity basis 
that cuts across departments and agencies, the 
Department’s Part III of the Estimates does not 
report all resources used to deliver litigation and 
legal advisory services. 


So, what’s new since the OAG completed the audit? 
Richard Thompson said, ““We’ve spent six months in 
the biggest self-examination in the history of the 
Department. All the issues raised in the audit chapter 
were considered. The chapter, along with other events, 
have led to a Choices for the Future initiative,” he said. 
Mario Dion added, “The Choices for the Future 
initiative is essentially this Department’s approach 
towards renewal.” 


“Choices for the Future is aimed at finding ways to 
save money while maintaining, if not improving, the 
quality of the services we give,” Mario Dion explained. 
“Seven task forces were established and almost all 
reported on 31 March 1994 along sectoral lines.” 


“T led the task force on service to the client,” explained 
Richard Thompson. “It was clear to the task force, as it 
was Clear to the Auditor General, that we need to have 
measures of performance. We need to determine how 
much we are spending across the government, client by 
client. So we’re looking at that. That is significant for 
a department like ours, because we are a service 
organization.” 


Mario Dion, Assistant Deputy Minister, Corporate Management, 
Policy and Programs, Department of Justice, was the lead ADM in 
managing the interface between the Department of Justice and the 
Office of the Auditor General. 


“Within the Legal Services Sector, we are at the point 
of putting service standards in place which address the 
issue of timeliness. We will make commitments to 


clients about turnaround times,” Richard Thompson 
said. “We want to involve those we serve more 
concretely. You can’t make level of service decisions 
isolated from the recipients of the service. There’s also 
a cultural change needed. It’s important for everyone 
to think along service lines,” he emphasized. 


“T think the quality of service has to start with what the 
clients’ perceive as being quality rather than what the 
Department might think as being quality,” Henno 
Moenting commented. “The Department must reach an 
understanding with its clients about responsiveness, 
timeliness, courtesy, and being there when needed. Of 
course, when it comes to substantive legal matters, it’s 
the Department’s opinion on quality that is most 
important.” 


There are a number of initiatives under way. The 
Department is examining the feasibility of cost 
recovery for legal services. ““The Department is very 
active on the issue of the management of legal agents,” 
Mario Dion said. “Under the leadership of Daniel 
Bellemare, the Assistant Deputy Attorney General in 
charge of Criminal Law, we’re doing a cost/benefit 
analysis in the criminal area. We’re studying the costs 
of using legal agents to determine whether it is 
economical to use private sector lawyers or whether it 
might be beneficial, in some types of practice, to hire 
more departmental lawyers.” He continued, “We also 
have a new mandate letter, and a new training program, 
to address the issues raised by the Auditor General 
regarding litigation services.” 


“In the information technology area, we have a number 
of projects under way,” Mario Dion said. “For 
example, in the corporate support area, we’re engaged 
in a re-engineering exercise that precedes the 
automation of certain processes. In the Civil Litigation 
Branch and Human Rights Law Section, we have 
time—keeping pilot projects.” 


“Information technology requires commitment and 
attention from senior management,” Henno Moenting 
said. “An information technology strategy must 
become part of the management structure of the whole 
Department. They have to think about information 
technology as a new resource and consider ways to 
adapt it.” 


Mario Dion concluded, “In the end, the audit report is 
proving to be a useful tool to us in managing the 
Department of Justice.” 


Richard Fadden noted that the Department had 
responded positively to the report. “I understand that 
the Department is considering all of the 
recommendations. We’ll be doing a follow-up in a 
year and a half, or so,” he said, “and I am very much 
expecting that we will be able to report considerable 
progress.” 


“The audit was a positive experience,” noted Henno 
Moenting. “I believe the issues raised were important 
to the Department and its clients, and ultimately to the 
public.”’* 


Excerpts of this article will be published in Justice 
Echo, a professional publication of the Department of 
Justice designed to help public service managers keep 
abreast of legal developments and topics that have 
broad interest and impact across government. 


ae z 2 i a i aA 
Richard Thompson, Senior Assistant Deputy Minister, Depart- 
mental Legal Services, Commercial and Property Law, Depart- 
ment of Justice, had responsibility for Legal Advisory Services, 
which was a focus of the audit. 
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Media Reaction to the Annual Report 


by Frances Smith 


The 1993 annual Report was tabled 
on 19 January surrounded by a 
number of other newsworthy 
happenings that had the potential to 
muffle its effect. Up on Parliament 
Hill, it was the first week of work 
for the 35th government: anew 
speaker was elected, the throne 
speech was delivered, the 
opposition responded to the throne 
speech and the Public Accounts 
were tabled. To top it all off, the 
news was filled with the tragic Los 
Angeles earthquake. These events, 
as well as the downsizing of media 
organizations this year, meant that 
journalists were fewer in number 
and that their attentions were 
divided. It is surprising, then, that 
there were 110 journalists at the 
tabling day lockup compared to 75 
last year. Is that because, for the 
first time, the Office had alerted the 
media to the date of the Report 
tabling a month ahead and had 
given them a table of contents a 
week ahead with the hope that they 
be better prepared? 


The long delay between the time 
the Report was finished and the 
date it was tabled meant that much 
of the data was no longer current. 
Also, in that time, government 
departments had been significantly 
reorganized. But Alain Dubuc of La 
Presse applauds the timeliness of 
the Report. “Le volumineux 
rapport de M. Denis Desautels a, en 
effet, été rendu public, quel timing!, 
juste au moment od la dette 
franchissait le cap symbolique des 
500 milliards. Son rapport précéde 
également de quelques semaines le 
budget du ministre Martin...” 


“Chretien should give daily thanks 
to Brian Mulroney” says the 
headline of an article in the 
Charlottetown Guardian, in which 


Stewart MacLeod states, “This is 
the first time in modern memory 
that a government eagerly awaited 
an auditor general’s report... 

Mr. Chretien finds himself in the 
role of an opposition leader, able to 
shake his head dismally at the 
disclosures. Nothing to do with 
him.” But, an editorial in the 
Edmonton Journal says that 
“Chretien has everything to gain by 
correcting all the errors and 
anomalies identified by Desautels. 
In fact, Desautels’ blueprint for 
cleanup meshes neatly with the 
prime minister’s plans to return 
integrity and accountability to 
government.” 


This year the Office arranged for 26 
major newspapers across the 
country to be scanned for annual 
Report coverage and for the articles 
to be circulated in the daily 
Clippings. “While past AG’s 
reports have often provided items 
that were as humorous as they were 
horrifying, this one is a more 
sombre listing of official waste, 
mismanagement and outright 
deception,” said an editorial in the 
Victoria Times Colonist. The five 
chapters that had the most news 
coverage, either within articles 
about the Report as a whole or as 
stand—alone articles, were seniors’ 
overpayments, the VIP fleet, 
fisheries payments, CIDA and the 
GST. 


The Montreal Gazette reported that 
“phony invalids and gouging 
seniors got $120 million to $220 
million in undeserved pensions, old 
age security” and a CP article said 
seniors “are sucking millions in 
undeserved benefits out of the 
Canada Pension Plan”. Most of the 
Overpayments went to people who 
were “supposed to be too disabled 
to work —then took jobs without 
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giving up their pension cheques” 
and to “elderly people (who) 
deliberately underestimated their 
previous year’s income...” 


The Department of National 
Defence was targeted by our Office 
this year for reporting inaccurate 
and incomplete information on the 
VIP Challenger jet fleet. Our audit 
found that in 1990-91 the total cost 
of the fleet was $54 million, which 
was twice what the Department 
reported in its spending estimates. 
The Department did not take into 
account costs for things such as 
training, maintenance, repairs and 
depreciation on capital investment, 
whereas “we took a full—cost 
approach”, the Ottawa Citizen 
reports Denis Desautels as saying. 
In addition, some flights were not 
recorded in the Department’s 
monthly travel logs. Headlines 
included: “Flyin’ Brian’s tab $4m”, 
“High—Flying Cabinet” and “Where 
our loonies fly to”. 


The northern cod adjustment 
program, which was set up on an 
emergency basis, “paid phantom 
fishermen and perhaps dead 
people”, says the Montreal Gazette. 
An estimated $15 million was paid 
to those who were not affected by 
the cod moratorium, such as 
“people living outside Canada, 
retirees and former employees of 
long—bankrupt fish plants”. And 
the Chronicle—Herald of Halifax 
noted in an editorial that “absurdly, 
the program aimed at getting 
people out of the fishery actually 
lured back some who had left.” It 
continues by saying that Denis 
Desautels “is one accountant who is 
under no illusions about the 
magnitude of the task. He ends his 
audit with the crucial question — 
What, in a fishery reduced to 50 


percent of its current size, will the 
displaced workers do?” 


A Vancouver Sun headline 
proclaimed that the “Tax system 
(is) leaking like a sieve”, and the 
article proceeded to cite the 
problems with collecting the GST 
quickly enough from businesses. 
The Ottawa Citizen reported that 
“not only is this costing the 
government hundreds of millions of 
dollars, it gives GST deadbeats an 
unfair advantage,* the report says 
‘because they are using it as a cash 
advance.” But, the headline on a 
Financial Post article by Samuel 
Slutsky reads: “Auditor general 
misses point on GST”. “The 
auditor general is barking up the 
wrong tree”, he writes. “Instead of 
criticizing Revenue Canada for the 
amounts owed on the goods and 
services tax, he should ask how it 
managed to launch the new system 
in the face of insurmountable 
hurdles — and make it a success.” 
He compares the 4 percent in 
receivables of GST owed to 
Revenue Canada by March 1994 to 
Britain’s VAT receivables which are 
at about 5 percent and France’s at 
almost 5 percent. 


“Foreign aid agency hasn’t a clue”, 
reports the Toronto Sun headline 
over an article on mismanagement 
at CIDA. The Citizen says, “CIDA 
as a whole is plagued by 

managerial confusion, much of it 
resulting from a political failure to 
define its mandate more closely.” 
Our annual Report says that Canada 
spends billions of dollars on foreign 
aid for development projects but 
may not be maximizing its 
resources by encouraging the 
self-reliance or sustainability of 
these projects. 


Other Report topics written about in 
descending order of newspaper 
coverage were the resource 
allowance income tax provision, 
aboriginal economic development, 
gun control, Investment Canada 


renovations, deficits and debt, the 
Grain Commission, airport 
transfers, program evaluation, 
electronic tax filing, non—insured 
health benefits, student loans, PS 
reform, the Department of Justice, 
pulp and paper regulations, ACOA, 
AECL, raising revenues by fees and 
co-ordination among levels of 
government. Headlines included: 
“Slow action could hand energy 
firms $1B: auditor’; “Native 
development in disarray”; “Ottawa 
failing to control guns”; 
“Investment boss a heavy spender”; 
“The debt and other unnatural 
disasters”; “Seed business didn’t 
deserve a grain of salt”; and 
“Cession des aéroports: un manque 
a gagner de 15 millions”. 


Greg Weston’s “Official Circles” 
column in the Citizen may have 
been the first time a journalist has 
picked up to such an extent on the 
follow-up chapters of our Report. 
He laments about how much 
government waste and 
mismanagement “doesn’t get fixed. 
In some cases, publicly identifying 
a problem seems to inspire nothing 
but a flurry of bureaucratic 
butt-covering.” After listing a few 
of the recurring problems, he 
suggests “the auditor general’s 
efforts will amount to nothing 
unless the elected leaders of the 
country issue an unswerving 
message to those responsible: Fix it 
or you’re fired.” 


Many of the editorials had a rather 
pessimistic tone with headlines 
like: “Enough to make you 
scream”, “We’re going down the 
slippery slope”, “Our money 
vanishes”, “How much more will 
Canadians take?” and “Salt in the 


wound”. 


A Globe and Mail editorial, 
remarking on the numerous 
examples of waste in the Auditor 
General’s Report, said that “Here 
again the Auditor—General’s report 
can leave the wrong 


impression...this is not simply a 
matter of individual incompetence, 
a question of hiring better 
bureaucrats. It is systemic. There’s 
a reason that every 
Auditor—General’s report yields 
such a cornucopia of misallocation. 
The institution of government has 
simply grown too big and too 
complex to be subject to human 
control: a great, bulging, 
$120-billion pifiata swinging this 
way and that, spilling its goodies on 
every interest group or 
empire—builder that can get close 
enough to take a whack at it. It is 
SO Overgrown that no one can even 
keep track of spending, let alone 
try to make some sense of it.” 


La Presse’s Alain Dubuc despairs of 
a government that persists in 
dissipating the money of its 
citizens, and continues — “Trop 
souvent, l’Etat ne dispose d’aucun 
outil de contréle pour bien gérér ses 
programmes ou pour évaluer leur 
efficacité. Et c’est pour cela que 
nous avons besoin de quelqu’un, 
comme M. Desautels, qui est bien 
plus qu’un comptable. II est la 
conscience d’un gouvernement 
dépensier. Ce qui en fait, en 
somme, un protecteur du citoyen.” 


Ron Corbett of the Ottawa Sun said 
“A lot of people have tried, in 
recent years, to figure out what’s 
going wrong with this country. 
Keith Spicer took a stab at it. Brian 
Mulroney took a stab at it. 
Mordecai Richler tries regularly to 
figure out what’s going wrong with 
Canada and makes big money from 
U.S. magazines for the attempt. An 
accountant by the name of 
Desautels is the only one to have 
succeeded at the task...Indeed, he 
is boldly going where no auditor 
general has gone before — with a 
thoughtful critique of the political 
malaise that is destroying this 
country.” 


“Borrowing dulls the edge of 
husbandry... This truth is 


Opinions 15 


self-evident to an unlikely pair: the 
16th century’s William 
Shakespeare, and the 20th century’s 
Denis Desautels, auditor general of 
Canada.” This is the lead—in to an 
editorial in the Financial Post, 
which remarks that Shakespeare 
and Desautels have both 
documented bad “husbandry”. In 
Desautels’ case, it is “systemic 
within the federal government. The 
waste is paid for by the borrowing.” 


Some colourful language in an 
Edmonton Sun editorial painted a 
picture of Ottawa spending money 
“like a gin—soaked sailor 
celebrating a win on the 6/49” and 
of having “accounting practices so 
loosey—goosey....”” 


Our chapter on “Understanding 
Deficits and Debt” is intended to 
alert Parliament to the fact that 
Canadians need a better 
understanding of deficits and debt, 
as governments do not create 
deficits and debt in isolation from 
demands by the Canadian people. 
A number of articles reported on 
this issue under headlines such as 
“SOOB debt everyone’s problem...” 
and “Public to blame for debt...” 
The Ottawa Citizen explained in 
some detail the five indicators of 
financial condition that our Report 
suggested the government publish 
regularly to help Canadians gain an 
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appreciation of the problem. “The 
whole business of how government 
operates must be re-examined, and 
it is up to all Canadians to play 
their part...” says the Fredericton 
Daily Gleaner. 


Susan Sherring of the Ottawa Sun 
listed costs of some of the Auditor 
General’s audits and the cost for the 
financial audit of our Office under a 
headline saying “Audit of AG’s 
office a bargain at $20Gs”. In 
another article she presents a short 
profile of Denis Desautels. “With 
his crisp white French—cuff shirt 
and silk red and navy polka-dot tie, 
the tall Desautels appears dressed 
for success.” She reports his 
concern about whether or not our 
Office is covering everything that it 
should be. CFRA talk show host 
Steve Madely was impressed, the 
article said, with Desautels’ ability 
to put even complicated issues into 
a language everyone could 
understand. And Madely thought 
“listeners were impressed by his 
candor and his willingness to call a 
spade a spade”. 


Four chapters this year are 
considered by the Auditor General 
to be reasonably positive: 
Agri-Food, Merchandise Trade 
Statistics, Environment and 
Forestry. None of these articles 


were picked up by journalists. One, 
Agri-Food, was discussed in a 
phone interview with Assistant 
Auditor General Paul Ward on CBC 
radio in Winnipeg. 


On TV and radio the four biggest 
stories by a large margin were 
fisheries payments, the VIP fleet, 
seniors’ overpayments and the GST. 
While Paul Adams on the CBC 
9:00 p.m. news opined that the 
Report “didn’t make the kind of 
splash that it sometimes does”, the 
announcer on the 5:30 p.m. CTV 
news referred to our “very splashy 
video”. 


Michel Vastel, writing in Le Droit 
and Le Soleil, is adamant that the 
Auditor General’s mandate be 
enlarged. He believes that the 
government is not diligent enough 
in collecting taxes either because of 
bureaucratic incompetence, tax 
shelters or deliberate fraud and that 
“si chacun payait sa part, on 
eliminerait sans doute les deux tiers 
du deficit de 43 milliards de 
dollars.” He ends by writing: “Le 
Bureau du vérificateur n’est pas sir 
d’avoir les moyens de se lancer 
dans une telle entreprise? Qu’on 
les lui donne! Son budget actuel est 
de 60 millions $. Quand bien 
méme on le doublerait, il y a des 
milliards a trouver.’ 
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Présentation Par Devant Date 


Developing High Performance Otto Brodtrick Section locale de la National Society for le 15 septembre 1993 
through Organizational Learning Performance and Instruction, Ottawa 
Leadership and Motivation in Public Otto Brodtrick Centre canadien de gestion, Ottawa le 16 septembre 1993 


Services: the European Experience 


Environmental Accountants Daniel Rubenstein Institut des comptables agréés de la le 28 septembre 1993 
Colombie—Britannique et Groupe d’intérét 
pour la défense de l’environnement, Vancouver 


Accounting for Sustainable Daniel Rubenstein XIII Confederation of Asian and Pacific le 29 septembre 1993 
Development Accountants, Vancouver 

*How the Auditor General Denis Desautels McGill University Accounting Club, le 1° octobre 1993 
can Make a Difference? Montréal 

*Les préoccupations d’un vérificateur Denis Desautels Association de planification fiscale et le 7 octobre 1993 
général et la fiscalité financiére, Québec 

Les grands projets de l’Etat a Denis Desautels Gestionnaires des grands projets de l’Etat — le 14 octobre 1993 
la lumiére de la philosophie de Défense nationale, Ottawa 


gestion du Bureau 


*Fonction publique 2000, ou en Denis Desautels Institut de la gestion financiére, le 26 octobre 1993 
sommes-nous? Québec 
Commercialization of Australian Michael Ryan Conseil national de recherches du Canada le 28 octobre 1993 


Science and Technology: Business 
Practice in the Commonwealth 
Scientific and Industrial Organization 


Fuller Cost Accounting for Daniel Rubenstein Deuxiéme conférence internationale de recherche pour le 15 novembre 1993 
Environmental Investment Decisions: l’écologisation de l’industrie 
A Strategic Management Focus Boston (Massachusetts) 
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Présentation 


*Le role du vérificateur général 
du Canada et ses relations avec le 
Parlement, ses comités, et en 
particulier le Comité permanent 
des comptes publics 


*Le Bureau du vérificateur 
général du Canada : son mandat 
et son impact 


*Value-for-Money Audit of Science 
and Technology 


*Partnership of Evaluation and Audit 


Improving Productivity in Public 
Services through Organizational 
Learning 

*Les rapports du vérificateur : 
un événement marquant ou un 
pétard mouillé? 


*Program Evaluation in Canada 


*Tour d’horizon des différents types 
de vérification 


Crown Corporations Audit 
Task Force Follow-up Report on 
Crown Corporation 


What Good Are Values? 


Par 


Denis Desautels 


Denis Desautels 


Michael Ryan 


Maria Barrados 


Otto Brodtrick 


Denis Desautels 


Maria Barrados 


Denis Desautels 


Grant Wilson 


Grant Wilson 


Otto Brodtrick 


Devant 


Groupe canadien d’étude des questions 
parlementaires, Ottawa 


Club Richelieu d’Ottawa, 
Ottawa 


Comité consultatif de la statistique de la science 
et de la technologie et Programme de la 
science de Statistique Canada, Ottawa 


Congrés de 1993 de la SCE, Banff, Alberta 


VIII Congrés mondial de la productivité, 
Stockholm, Suéde 


Ordre des comptables agréés du Québec, 
Montréal 


Atelier de la Banque mondiale sur |’évolution 
de la capacité d’évaluation dans les pays 
membres en voie de développement 
Washington, (DC) 


Cour des comptes, 
Bruxelles, Belgique 


Etudiants de la maitrise en administration 
des affaires, Université de Toronto 


Conseil canadien des comités des comptes 
publics, Toronto 


Congrés annuel de |’ IPAC, Toronto 


Date 


le 19 mai 1993 


le 19 mai 1993 


le 20 mai 1993 


le 23 mai 1993 


du 23 au 27 mai 1993 


le 14 juin 1993 


les 28-29 juin 1993 


le 29 juin 1993 


le 6 juillet 1993 


le 7 juillet 1993 


le 24 aoiit 1993 
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Discours et présentations 


Présentation 


Organizational Learning 


Revitalizing Public Services 
Auditing in a Learning Organization 
Change Management and 
Organizational Learning 


Quality and Success in Public 
Services 


Public Sector Reform, Change 
Management and Organizational 
Learning 


Learning and Accountability 


Value—for-money Auditing 


*Le vérificateur peut-il 
faire une différence? 


*The Self—Image of State 
Audit Offices 


*Public Sector Reform in Australia 


*Public Sector Reform in 
New Zealand 


Management Accountability 


Par 


Otto Brodtrick 


Otto Brodtrick 


Otto Brodtrick 


Otto Brodtrick 


Otto Brodtrick 


Otto Brodtrick 


Otto Brodtrick 


John McCullough 


Denis Desautels 


Otto Brodtrick 


Michael Ryan 


Dave Brittain 


Trevor Shaw 


Devant 


Hauts fonctionnaires de la fonction publique 


Aa 2 A 


de I’I_—P.—E., Charlottetown, I.-P—E. 
University Club de Toronto 


Institut des vérificateurs internes, 
Ottawa 


Agents de 1’ACDI au Caire, Egypte 
Congrés international, Speyer, Allemagne 


Délégation de hauts fonctionnaires de la 
Thailande, Centre for Management, 
Banff, Alberta 


Congrés régional de I’ IPAC, 
Winnipeg, Manitoba 


Etudiants — Maitrise en comptabilité 
a l’Université du Manitoba 


Association des économistes québécois, 
Aylmer 


Séminaire regroupant des délégations de 
six pays de |’Europe centrale, 
Budapest, Hongrie 


Comité des comptes publics, Ottawa 
Comité des comptes publics, Ottawa 


Semaine du perfectionnement des CMA 
de 1993, Ottawa 


Voici une liste des discours et des présentations qu’ont donnés le vérificateur général ou ses représentants. L’astérisque (*) indique que l’on peut en obtenir copie. 


Date 


le 7 janvier 1993 


le 21 janvier 1993 


le 2 février 1993 


le 16 février 1993 


le 18 mars 1993 


le 22 mars 1993 


le 7 avril 1993 


le 8 avril 1993 


le 28 avril 1993 


le 29 avril 1993 


le 29 avril 1993 


le 29 avril 1993 


le 5 mai 1993 
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Reflections 


Some people called it luck, others 
considered it a miracle; most of us 
viewed it as the result of unusual 
circumstances combined with the 
determined efforts of a few 
individuals. But after reading 
Mark Hill’s article in this issue of 
Opinions, everyone will have to 
agree that the passage of Bill C-207 
happened against all procedural 
odds. In presenting the history of 
the new legislation, this article 
reveals the tenuous journey of 
Private Members’ bills through 
Canada’s parliamentary process. 
The outcome in this case — 
periodic reporting — gives our 
Office an opportunity to better 
serve the House of Commons 
through a more timely review of 
important issues. 


Periodic reporting is just one of 
many changes in audit operations 
that will be implemented in the 
next few years. In fact, finding new 
and better ways to reach out to our 
client, Parliament, has become a 
prime focus of our Office. 


“Reaching out” took on a particular 
urgency when the 1993 election 
brought Canadians a new 
government. Recognizing the 
plight of a fledgling Parliament, the 
Office responded by compiling, 
within a few weeks, Transition 
Material summarizing significant 
issues of continuing interest that 
had been raised in previous reports. 


The article “Client Orientation at 
the OAG: Transition Material Is 
Added to Our Product Inventory” 
chronicles the creation and 
dissemination of these transition 
documents, which not only 
furnished timely information to new 
members and committees of the 
House, but also acquainted them 
with the valuable role that our 
Office plays in promoting 
accountability and effectiveness in 
government operations. 


The third article, “A Process of 
Change and Renewal”, outlines the 
development of the Office’s 
Strategic Framework, our action 
plan for implementing the 
principles embodied in our vision 
and mission statements. The article 
describes the six key capabilities 
that translate the Framework into 
audit guidelines allowing for 
continuous improvement in an 
environment of ongoing change. 


An in-depth look at how 
management can respond positively 
to this changing environment is 
provided in “Harmonizing Control 
and Accountability with 


Empowerment and Innovation”. As 
the title suggests, organizations 
must learn to balance elements at 
opposite ends of the management 
spectrum to achieve optimum 
performance and results in today’s 
rapidly evolving business world. 


Our Foreign Operations team takes 
the concepts of accountability and 
innovation further afield in two 
articles on new approaches to audit 
and management of development 
assistance programs. “Auditing 
Development Co-operation: New 
Perspectives” presents the views of 
expert panelists at an international 
conference on financial 
management and accountability in 
the public sector. “Going Global: 
Seminar on Best Practices in 
Development Assistance Audits” 
looks at best practices in 
development assistance auditing as 
discussed at a recent IDI/ASOSAI 
seminar.* 


L. Denis Desautels, FCA 
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Bill C-207: 


Unexpected Finale to 14-Year Crusade 


by Mark Hill 


Jean-Robert Gauthier, Liberal Member for 
Ottawa-Vanier and Chairman of the 
Foreign Affairs and International Trade 
Committee, sponsored Bill C-207. 


Private Member’s Bill C-207, an Act 
to Amend the Auditor General Act 
(Reporting), received Royal Assent 
on 23 June 1994. This amendment 
will allow the Auditor General to 
report his audits more than once per 
year; in effect, to report periodically 
to the House of Commons. 


The successful passage of this Bill 
was unexpected for two reasons. 
First, the Bill was sponsored by an 
individual Member of Parliament, 
Jean-Robert Gauthier 

(Ottawa- Vanier), not the government 
of the day. This type of bill, known 
as a Private Member’s bill, rarely 
succeeds in becoming legislation. 
During the entire 34th Parliament 
(1988 to 1993), just 24 of the 

413 Private Members’ bills 
introduced were passed into law. 
Secondly, for the past 10 years or 
more, every one of the several 
legislative attempts to introduce 
periodic reporting for the Auditor 
General has failed to gain the support 
of the government. This time around, 
the principles of Bill C-207 got solid 
support from the new Liberal 
government. 


John Evans Photography 


In this article, the movement of 

Bill C-207 through the legislative 
process is examined. As well, some 
of the ramifications of this most 
significant change for the Office are 
considered. To conclude, the article 
speculates on how the Bill may lead 
to some benefits for the Office’s 
client, Parliament, and for the 
Canadian taxpayer. 


Periodic Reporting: 
the Need 


The need for a more timely and 
effective system of delivering audit 
results to parliamentarians was 
recognized early in the history of the 
present Auditor General Act (enacted 
in 1977). In November 1979, 
members of the Standing Committee 
on Public Accounts (the Standing 
Committee of the House to which the 
Auditor General’s Reports are 
automatically and permanently 
referred) observed that the Reports 
were reaching the Committee too long 
after a problem was identified. On 
18 July 1980, the Committee 
recommended to the House that “the 
Auditor General use more often his 
power to make special reports so that 
your Committee is able more often to 
examine current issues.” The desire 
for more timely reporting continued 
with successive Public Accounts 
Committees (PAC) through the 1980s 
and into the 1990s. 


One particularly poignant incident 
related to this situation involved the 
Auditor General’s findings on the 
management of the Scientific 
Research Tax Credit (SRTC) program 
in his 1984 Report. Misuse of this 
program eventually led to losses in 
tax revenues of well over $1 billion. 
During hearings before the PAC in 


1985, the Committee became aware 
that the Office had known of the 
developing problem with the SRTC in 
the spring of 1984, several months 
before the Report was tabled. 
Committee members strongly 
expressed the view that, had the 
Office been able to report as audits 
were completed rather than wait for 
the annual Report, the Committee 
would have been in a better position 
to act quickly and perhaps reduce 
losses. As well, members were 
critical of the Office for not using 
section 8 of the Auditor General Act, 
which provides for issuing a special 
report. 


It should be noted that section 8 
allows the Auditor General to issue a 
special report to the House on matters 
of “pressing importance and 
urgency.” While the use of this 
section has been contemplated in 
several cases by three successive 
Auditors General, no case has been 
found to meet these two requirements. 
In the case of the SRTC, the Auditor 
General informed the Committee that 
he had brought his concerns to the 
attention of the appropriate 
government officials as soon as he 
became aware of the facts. Several 
years later, one of the government 
officials involved noted that he had 
never seen any government program 
shut down as quickly as the SRTC. 


In addition to the timeliness factor, 
the sheer volume of information 
presented to Parliament in a Report of 
the Auditor General creates an 
enormous challenge. For instance, 
the 1993 Report contained 

26 chapters, set out in just over 

700 pages, which could be separated 
into about 60 segments relating to the 
subjects of parliamentary committee 
hearings. In addition to Parliament’s 
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task of receiving, digesting and acting 
on this large body of information, 
many government officials and their 
ministers become preoccupied with 
reviewing the matters set out in the 
Report and then developing a formal 
response during the summer and early 
fall months. Preceding these efforts 
are the several months of intensive 
work by the staff of the Auditor 
General to prepare, finalize and 
publish the Report. And finally, the 
media and the Canadian public must 
digest and respond to this massive 
amount of information. The concern 
that important messages were being 
snowed under by the sheer mass of 
information and overshadowed by 


concentration on “horror stories” was 
not unfounded. 


Canada has been recognized as a 
leader in the field of legislative 
auditing for some years. Therefore, in 
order to keep pace with worldwide 
developments, in particular the 
increasing prevalence of some form 
of periodic reporting of legislative 
audit results, Canada also had to 
consider moving in this direction. 
Within Canada, both Saskatchewan 
and British Columbia now receive 
several reports a year from their 
provincial auditor. Many other 
modern democracies have also 
adopted some form of periodic 


reporting, including the United States, 
the United Kingdom, Australia and 
others. 


Exhibit 1 sets out the chronology of 
the more significant parliamentary 
actions to obtain periodic reporting. 
Among other things, it shows five 
Private Members’ bills on the subject 
(C-207 was the sixth) and four 
committee reports (three House, one 
Senate) recommending that the 
Auditor General be allowed to report 
more frequently. None of these 
actions received support from the 
government. And, when Bill C-207 
was tabled, it was greeted by a sense 
of “Here we go again”. 


EXHIBIT 1 


Chronology of Significant Parliamentary Activities 
in Regard to Periodic Reporting, 1979 to 1994 


November 1979 
18 July 1980 


8 December 1981 
13 June 1984 

11 December 1984 
17 December 1984 


4 March 1985 
3 October 1985 


21 October 1985 


28 May 1986 
24 September 1986 


22 June 1987 


19 October 1987 
15 March 1988 


30 March 1988 


18 July 1988 
12 April 1989 


12 May 1991 
27 April 1992 


8 September 1993 
11 February 1994 


23 June 1994 


Public Accounts Committee (PAC) member questions Auditor General James J. Macdonnell on lack of timeliness 
of reports and asks why section 8 of the Auditor General (AG) Actis not used more often. 


First report of PAC recommends that “the Auditor General use more often his power to make special reports so 
that your committee is able more often to examine current issues”. 


Hon. Walter Baker rises on a point of order to request amendment to AG Act to permit periodic reporting. 
Fifth report to the House by PAC recommends amendments to AG Act, including periodic reporting. 
Aideen Nicholson, Chairman of PAC, requests legislation to amend AG Act, during Question Period. 


Letter from Auditor General Ken Dye to Doug Lewis, Parliamentary Secretary to the President of the Treasury 
Board, re reasons for amending AG Act. 


PAC Chair Aideen Nicholson again requests answer from government re amending legislation. 


Bill C-250 (Private Member’s Bill by Stan Hovdebo to amend AG Act to provide for periodic reporting) receives 
first reading. 


Bill C-250 is introduced for second reading, referred to legislative committee, talked out and dropped from Order 
Paper. 


Twelfth report of the PAC requests government response on amendment to legislation. 


Government responds to 12th PAC report, indicating decision to wait for research to be completed before 
proceeding with periodic reporting. 


Bill C-262 (Private Member’s Bill by Stan Hovdebo to amend AG Act to provide for periodic reporting) receives 
first reading. 


Bill C-262 is debated at second reading, talked out and dropped from Order Paper. 


Eighteenth Report of the Standing Senate Committee on National Finance indicates that periodic reporting could 
make value-for-money reporting more timely. 


Bill C-288 (Private Member’s Bill by Stan Hovdebo to amend AG Act to provide for periodic reporting) receives 
first reading. 


Bill C-288 is debated at second reading, talked out and dropped from Order Paper. 


Bill C-228 (Private Member’s Bill by Stan Hovdebo to amend AG Act to provide for periodic reporting) receives 
first reading. 


Bill C-228 dies on the Order Paper at prorogation. 


Bill C-344 (Private Member’s Bill by Jean-Robert Gauthier to amend AG Act to provide for periodic reporting) 
receives first reading. 


Bill C-344 dies when the election is called and Parliament dissolves. 


Bill C-207 (Private Member’s Bill by Jean-Robert Gauthier to amend AG Actto provide for periodic reporting) 
receives first reading. 


Bill C-207 receives Royal Assent. 
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The Vagaries of Private 
Members’ Business 


Bill C-207 was a Private Member’s 
bill. Private Members’ Business is a 
legislative process that exists to 
permit any member of Parliament to 
present a legislative proposal for 
consideration by the House. Private 
Members’ Business has much less 
time allocated to it than government 
business. The scheduling of 
individual items can be erratic and 
complex, since many Private 
Members’ bills and motions must 
compete for relatively scarce House 
time. 


A Private Member’s bill must pass 
through the same legislative process 
in the Commons as a government bill 
— two readings, consideration by a 
committee, and one final reading. 
Because the House can allocate only 
a limited amount of time (five hours 
per week) to the consideration of 
Private Members’ Business, a lottery 
process is used to select those bills 
that will receive consideration by the 
House. Once a Private Member’s bill 
is selected for further consideration, it 
must have the support of a majority of 
members, including those from the 
government side of the House, at each 
step of the process in order to move 
on to the next phase. The bill is also 
open for amendment at all of these 
steps except first reading. Once 
through the House, the bill goes 
through the same steps in the Senate, 
along with the possibility of 
amendment, before Royal Assent is 
given. While government bills 


usually enjoy the support of the 
government majority from the 
moment they are tabled, a Private 
Member’s bill must gain the support 
of a majority of members of the 
House, including government 
members. This is the reason that 
most such bills fail and the success of 
Bill C-207 was so unexpected. 


Once Bill C-207 had been tabled and 
read the first time, it was placed in a 
“hopper” along with about 50 to 60 
other Private Members’ bills awaiting 
consideration. (Note: Motions tabled 
by individual members go through a 
similar and parallel process to Private 
Members’ bills. They share the 
House time allocated to Private 
Members’ Business with Private 
Members’ bills). Every few weeks a 
small number of bills are drawn at 
random from the “hopper” and placed 
on a list of matters for consideration 
during the daily Private Members’ 
Business hour. Bills selected for 
further consideration are then 
reviewed by the Standing Committee 
on Procedure and House Affairs and 
designated as votable or non-votable. 
Votable bills are allocated more 
debate time and must be voted upon 
at the conclusion of debate; 
non-votable bills simply expire at the 
end of one hour of debate without 
being voted upon. Several of the 
earlier periodic reporting bills were 
“talked out’. (Note: Under previous 
procedural rules, bills that were still 
under debate at the expiry of the time 
allocated to their consideration were 
said to be “talked out” and to “die”. 
They were removed from the Order 
Paper, without a vote, and were not 


eligible for further consideration by 
the House in the same session. The 
party that did not wish to see a 
particular bill succeed had only to 
muster enough debaters to keep 
talking about the bill for the time 
assigned to ensure that it did not 
progress.) 


Once the bill has been drawn, it is 
scheduled for second-reading debate 
and referral to committee. Second 
reading involves a vote by the House, 
in effect giving approval in principle 
to the bill. 


Consideration by committee involves 
clause-by-clause review of the bill 
and may also involve amendments of 
a technical nature; the principle of the 
bill, however, cannot be changed by 
the committee. The bill is debated 
again in the House when it is reported 
back by the committee (called report 
stage) and voted on again. Finally, it 
is given third reading and voted on 
yet again. 


Second reading of Bill C-207 took 
place in two sittings, 25 March and 
3 May 1994. The Auditor General 
and the Bill’s sponsor, 

MP Jean-Robert Gauthier, were the 
principal witnesses. The Bill was 
referred to the Standing Committee 
on Public Accounts, which 
considered it during two meetings 
held on 25 and 31 May 1994. It was 
also during these two meetings that 
all the amendments were made to the 
Bill (see Exhibit 2). Private 
Members’ bills that are not voted 
down during second reading in the 
House are usually dispatched during 


EXHIBIT 2 


Changes to Bill C-207 during Legislative Process 


Notice 


Tabling of Report 


Timing of Report 


No requirement 


Forthwith or first day of new sitting 


On completion of audit work (permissive) 


PROVISION AS TABLED AS AMENDED 
IN COMMITTEE 
Number of additional Reports Unlimited Up to three 


Notice to Speaker within 30 days 


Forthwith or within the first 15 
days of a sitting 


Not specified 
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the Committee review process. When 
Bill C-207 emerged from its 
examination by the Public Accounts 
Committee substantially intact, 
observers from the Office of the 
Auditor General finally began to think 
that it had a real chance of making it 
into law. 


The Bill passed report stage and third 
reading and was referred by the 
House to the Senate on 14 June 1994. 
Consideration by the Senate involved 
steps similar to those in the House, 
with the Senate Committee on 
National Finance serving as the 
review committee. The Auditor 
General and Jean-Robert Gauthier 
appeared before the Committee in 
mid-June to explain the Bill and to 
answer questions. The Bill was 
passed through all stages without 
difficulty and received Royal Assent 
on 23 June 1994. 


The Metamorphosis 
of Bill C-207 


Bill C-207 was tabled and given first 
reading on 11 February 1994. The 
Bill’s sponsor, Jean-Robert Gauthier, 
Liberal MP for the riding of 

Ottawa- Vanier, had been Chairman of 
the Public Accounts Committee from 
1991 to 1993. Mr. Gauthier had led 
an active, innovative and productive 
PAC during his tenure as Chair. He 
also had first-hand acquaintance with 
the issues addressed by his Bill. As 
one of the most senior serving 
members of the House, he was in a 
position to provide the political savvy 
needed to steer the Bill to a successful 
conclusion. And, given the 
commitment of the then new Liberal 
government to openness and 
transparency in government, this 
seemed the appropriate time for Bill 
C-207, if periodic reporting was ever 
to be a reality. 


At second reading debate, the Bill 
received solid support from members 
of both opposition parties while mild 
concerns were expressed by 
government members. These 
concerns included the financial 
impact of producing several reports a 
year, lack of congruence with the 


Public Accounts of Canada, the 
possibility of increased workload on 
ministers and bureaucrats and the 
potential for embroiling the Auditor 
General in partisan politics. Despite 
these concerns, the Bill received the 
support of a majority and was referred 
to the Public Accounts Committee for 
detailed consideration. 


All of the changes made to Bill C-207 
were made in the process of the 
PAC’s clause-by-clause examination 
of the Bill in two hearings on 26 and 
31 May. 


During those hearings, the 
government position was presented 
by Ms. Marlene Catterall, Liberal 
Member for Ottawa West and 
Parliamentary Secretary to the 
President of Treasury Board. 

Exhibit 2 compares the initial 
provisions of Bill C-207 as tabled by 
Mr. Gauthier and the provisions of the 
Bill as amended by the PAC and 
ultimately passed by the House. 


Perhaps the most notable amendment 
was to the number of additional 
reports provided for in the Bill. The 
original provision contained no 
limitations and left to the Auditor 
General the decision as to how many 
additional reports might be presented 
to Parliament in a year. However, the 
government members presented the 
view that it would be wiser to limit 
the number of additional reports to 
three per year in order to contain 
costs, to minimize the potential for 
distraction from the important 
messages contained in the Auditor 
General’s annual Report, and to 
minimize the potential for the Office 
to get involved in partisan debate (by 
tabling reports while issues are under 
active political debate). On the other 
hand, members of the Bloc 
Québecois argued for a fixed schedule 
of tabling additional reports on the 
basis that advance knowledge of 
tabling dates would further remove 
the Auditor General from the politics 
of the day. Before the Committee, the 
Auditor General expressed the view 
that, given the nature of the 
parliamentary calendar, three reports 
plus the annual Report would be 


adequate opportunity to present issues 
in a timely manner. And for any case 
that might be of a truly pressing and 
urgent nature, there would still be the 
possibility of using section 8 of the 
Auditor General Act, which provides 
for the tabling of a special report in 
such circumstances. He also 
expressed the view that he would 
prefer some flexibility in deciding 
whether and when to table a report 
rather than be tied to a fixed schedule 
of quarterly reports. Cases were 
noted where the House had not sat for 
several months (the 1993 election 
being one recent example) and where 
members of the House would not be 
available to receive and act on a 
report. The Committee decision was 
to provide for up to three additional 
reports. 


The requirement of giving 30 days 
notice of intent to table an additional 
report was introduced by the 
government and accepted by the 
Committee as a way to keep the 
Auditor General out of the politics of 
the day. A system of advance notice 
has been used by Statistics Canada 
for a number of years on the basis that 
declaring an intent in advance reduces 
the chances of being charged, even by 
implication, with tabling information 
in order to feed a debate. The Auditor 
General indicated his agreement with 
this rationale. 


The Bill, as amended, was reported 
back to the House by the Committee 
on 6 June. It was debated at report 
stage, given third reading and sent to 
the Senate on 14 June. 


Conclusion 


Bill C-207 is small physically — 
barely two pages in length with three 
clauses. But its impact, directly on 
the Office of the Auditor General and, 
in a more diffuse way, on government 
expenditures, will reach well beyond 
the small space it occupies in the 
Revised Statutes of Canada. 


For its part, the OAG will now be ina 
position to provide more timely and 
relevant information to Parliament 
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and to produce it in a more rational 
way than was possible with a volume 
of 700-plus pages. But this will 
require some rethinking of how the 
Office plans, schedules, carries out 
and reports its work — probably on a 
scale not seen since the introduction 
of the present Auditor General Act in 
WN/A/ 


And Parliament will be in a better 
position to exercise its responsibilities 
for the oversight of public 
expenditure. In possession of more 
timely information about the 
management of taxpayer dollars, it 
will be able to act sooner, where 
necessary, with potentially greater 
savings. Similarly, government will 
be in a position to respond more 
quickly to emerging audit findings 
and, where appropriate, be recognized 
for doing so in the Auditors General’s 
annual Report. 


This leaves the question: Why did the 
current government support 

Bill C-207 at this time when past 
governments have steadfastly rejected 
any move toward periodic reporting 
by the Auditor General? In my 
Opinion, the answer lies in two areas. 


First, the Bill’s sponsor, Mr. Gauthier, 
quoted the Liberal Party’s election 
platform document, the “Red Book”, 
at the start of the first PAC 
hearing:“The most important asset of 
government is the confidence it enjoys 
of the citizens to whom it is 
accountable. If government is to play a 
positive role in society, as it must, 
honesty and integrity in our political 
institutions must be restored.... Open 
government will be the watchword of 
the Liberal government.” It is apparent 
that the current government has taken 
this to heart. Second, in her opening 
remarks to the PAC, Ms. Catterall 
addressed some of the reservations 
that were expressed by government 


Mark Hill, Parliamentary Liaison Principal and author of this 
article (right), and Assistant Auditor General Richard Fadden 
(below) received awards from Auditor General for their work in 
regard to the passage of Bill C-207. 


members in the second-reading 
debate. She said: 


“We are not writing legislation only 
for this Auditor General or for this 
Parliament but for future 
Parliaments and for future Auditors 
General. Not all of them may be as 
nice as our current one.” 


In a small way, this was some 
indication of the confidence the 
government of the day has in the 
current Auditor General. They are 
aware of his view that more is gained 
through co-operation and support than 
through confrontation. This stance 
was further supported by the Auditor 
General’s willingness, expressed 
before both the House and the Senate 
Committees, to consult with 
parliamentarians on the timing of any 
additional reports. 


The Office is planning tentatively for 
its first additional report in May of 
1995. 
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Client Orientation at the OAG 


Transition Material Is Added to 
our Product Inventory 


by Tom Hopwood and Frances Smith 


Denis Desautels talks about the impact of the Transition Material: 
“One more example to show that our Office is indeed innovative, 
and responsive to the needs of parliamentarians. It has also proven 
to be a worthwhile effort in more ways than we had anticipated.” 


In February 1994, for the first time, the Office of the 
Auditor General presented “Transition Material” to a 
new Parliament. The material was intended to help the 
committees of the House gain an appreciation of the 
work we had done to date, by providing them with 
concise summaries of the matters of significance and 
continuing interest that the Office had reported to the 
previous Parliament. The material was well received and 
seems to have reinforced the interest of the House 
committees in the work that we do. 


Auditors and Their Clients Are 
Adjusting to a Rapidly Changing 
Landscape 


The world is going through a period where all facets of 
life are constantly and rapidly changing. The Canadian 
public sector, driven by burgeoning national debts and 
deficits, is considering dramatic reforms in the size and 
nature of government. Meanwhile, Parliament is having 
to deal with a vast array of new policies, reviews and 
legislation, and the time available to deal with each new 
area of concern is diminishing. 


In the private sector, even the corporate giants have 
stumbled under the weight of expanding competition. A 
new breed of adaptable, client-oriented firms is 
emerging, and many of them — especially in the 
high-technology sector — compete aggressively to be the 
ones to reach their market first. 


Similar pressures are steering the Office of the Auditor 
General in the same direction, toward greater client 
orientation and adaptability. 


In the past, legislative auditors typically did not need to 
worry about their markets. Our work was characterized 
as being largely supply-driven, rather than 
demand-driven. Finding better ways to serve our client 
was not a top priority; it was considered simply a natural 
result of our work. 


Now, budget reductions are affecting all aspects of 
government, and the role of parliamentary committees 
has been strengthened to ensure program effectiveness 
and fiscal prudence. As the committees flex their 
muscles in this new environment, they are becoming 
more demanding in their quest for information. This is 
pushing us, as auditors, to become more responsive, to 
give committees the information they need and to make 
sure that they understand it. 


There are many examples of efforts that the Office has 
made in the past to reach out to our client — Parliament 
— and other stakeholders through such means as videos, 
CD ROMs, symposiums, informal advice to departments, 
presentations and appearances before committee 
hearings. The Transition Material that we produced early 
this year is another vehicle through which we are 
reaching out to our client. 


What Is the Transition Material ? 


Try to remember your own first week or month in a new 
job. You probably felt a little overwhelmed as you tried 
to understand what was expected of you and how you 
could have an impact. Imagine, then, the challenges that 
must have faced the members of the 35th Parliament, 
most of whom had not been elected before to the House 
of Commons. 


Over the life of the previous Parliament, the Office of 
the Auditor General had raised many important issues, 
many of which had not been resolved. We had 
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established a constructive relationship with some of the 
committees of the House and we wanted to maintain, to 
the extent possible, the momentum we had generated. 
To help this happen, we decided to give all the House 
committees a status report on the significant, 
outstanding issues that we had raised. 


We were aware of a precedent in this area. The United 
States General Accounting Office had prepared 
“Transition Series” for its new administrations in 1988 
and again in 1992. These were well received. 


Our Transition Material had to meet a number of stiff 
criteria. First, we knew that the members of the 
committees would be inundated with information, and 
that if our material was going to be read it had to give a 
concise, easily read and high-level view of current, 
significant issues. Second, it had to reach as many 
committee members as possible at the same time. Third, 
to be useful to them in planning their work, we had to 


make it available early in the life of each new committee. 


Finally, it had to meet our own high standards for 
accuracy and quality. 


The material was not meant to be a “Report” of the 
Auditor General; it was presented in the form of personal 
letters — with relevant transition documents attached — 
from the Auditor General to the Chairs of the various 
committees. Copies were provided for all committee 
members. 


We hoped that the material would help to establish a 
strong link between the new parliamentary committees 
and our Office staff. It was, in fact, part of a broader 
communications strategy, responding to the fact that 
auditors, and government as a whole, must become more 
businesslike. 


After discussions within the Office and externally, and 
market pretesting with some committee staff, we decided 
to go ahead with the material. 


The Challenges of Developing a New 
Product 


This product was new for the Office, and, predictably, 
views on it ranged from considerable enthusiasm to 
controlled scepticism. 


It was probably the worst possible time for us to attempt 
to bring a new product on line. The election coincided 
with our own annual Report production cycle, and this 
meant that our audit teams, editors, graphic artists and 
translators were already stretched to the limit. Also, 
since the government had just been reorganized, and 
further changes were possible after the election, the 
chapters from past Reports would have to be split into 
pieces that would apply to parts of several new 
departments. Parliament, our client, had been dissolved, 
so we did not have access to members to find out what 
they would like to see in this product. We knew, as well, 


that the committees of the House would have to be 
restructured to align with the departmental changes. 


Scheduling was another difficult issue for us. Once we 
decided to proceed with the Transition Material, we had 
to set deadlines for writing, editing and translating the 
individual documents. Unfortunately, we did not know 
when the election would be called and, after the election, 
when the committees would be organized. For most of 
the production time, we were never really certain whether 
we had to get the product out in a few weeks, a month, or 
(we hoped) several months. We did know, however, that 
with our usual production approach it would be virtually 
impossible to meet the shortest deadline. 


Consequently, we delegated as much responsibility as 
possible for individual documents to the people writing 
them. The authors decided whether or not various issues 
were to be reported, dealt with the appropriate 
government officials, and worked hard to ensure the 
quality of the final text. Flexibility was an important 
ingredient in this process, for external factors beyond our 
control could change at a moment’s notice. The usual 
multiple levels of formal reviews and approvals were 
abandoned; instead, authors had to make sure that they 
consulted the appropriate people. One could say that we 
adopted the approach of “courage, trust and letting go” 
advocated by Herman R. van Gunsteren in The Quest for 
Control: A critique of the rational-central-rule approach 
in public affairs (John Wiley & Sons, 1976). 


Lack of Time Is an Amazing Motivator 


Getting the product out was rather like an adventure — a 
race against time. 


Our first step was to obtain client feedback on the idea of 
Transition Material. We met with committee clerks for 
their input, and they provided us with many wonderful 
ideas about how to make the documents useful to 
members of the House. 


The second step was to simplify the production process 
by developing a template for the various documents. We 
set up a model transition document for one entity and 
submitted it to senior management to examine and 
comment on. 


We obtained the perspective of the affected government 
departments by giving the model document to a number 
of deputy ministers to review. This resulted in excellent 
suggestions that improved the material further. By 
mid-August, we were able to give the model to all the 
teams to use as a guide in preparing the individual 
documents. 


The date of the federal election was uncertain until 

8 September, when it was set for 25 October. If there 
was a change in government, Parliament would possibly 
be summoned immediately, and committees might be 
organized as early as mid-December. Unfortunately, with 
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all the other demands placed on teams, we knew that it 
would be virtually impossible to produce the material by 
that date. 


The election did indeed result in a change of government, 
but the Liberals decided to wait until after Christmas to 
summon Parliament. Then we had another break! We 
found out that tabling of the Auditor General’s 1993 
Report had been delayed until the New Year. This freed 
up, to some extent, the people involved in Report 
production and allowed them to divert their attention to 
the Transition Material. 


By then we were positioned to deliver a quality product, but 
a few of the documents were straggling behind the others. 
As it tumed out, the committees that were to receive these 
documents were the last ones to organize, and this gave us 
the time needed to apply the final touches. 


Throughout the process, collaboration and co-operation 
between the people involved were at a high level. 
Authors, functional reviewers, Parliamentary Liaison and 
report production staff — editors, translators and printers 
— worked together and met often to address problems as 
they developed. 


In the end, we hit our planned delivery “window” within 
one week of the striking of committees — in every case! 


The Product 


The Transition Material consists of 36 documents, each 
one being from 6 to 45 pages long and reporting from 

1 to 11 significant issues. The documents are printed in 
large type, with plenty of white space, using a simple 
layout designed to aid readability. Every document is 
cross-referenced to the others, where appropriate. 
Twenty-one of the documents address federal 
departments or agencies, and 15 deal with functional 
areas, such as program evaluation or human resource 
management. The documents are grouped according to 
the structure of the new government and House 
committees. 


The material deals with many long-standing, intractable 
problems in a strong blend of systems-oriented and 
results-oriented concerns. Value-for-money issues 
referred to in the documents amount, in total, to billions 
of dollars. 


Management areas that are identified for improvement 
encompass the full range, including: 


@ high-end concerns about the adequacy of legislation 
and strategic planning instruments; 

@ organizational areas, including the definition of roles 
and responsibilities and the need for better 
co-ordination among levels of government and, 
within the federal government, among departments; 

@ the management of inputs, including human 
resources, major capital projects, information 


security, financial controls, management information 
systems and regulations; 


@ the outputs of departmental operations, such as 
results achieved, economy and efficiency, and 
compliance with authorities; and 


@ accountability requirements, including performance 
measurement, internal audit, program evaluation and 
information for Parliament. 


The most frequent management areas of concer relate to 
unsatisfactory evaluations of the effectiveness of 
large-expenditure federal programs, inadequate 
compliance with government policies and regulations, 
and a lack of sound financial management and control. 


The documents that pertain to their areas of interest were 
sent to the chairpersons of the House committees, the 
vice chairs, the committee clerks, all committee members 
and the ministers and deputy ministers of affected 
departments. The members of the Public Accounts 
Committee received all the material, and the Standing 
Committee on Government Operations was provided 
with material relating to functional areas of 
responsibility. 


Was It Worth the Effort ? 


The immediate response to the documents from members 
of Parliament was very good. The Speaker of the House 
of Commons praised our initiative and effort in putting 
together the Transition Material and acknowledged the 
usefulness of this new service for parliamentarians. 


The Auditor General, in his year-end memo to staff, 
commented that “increasing the Office’s external focus, 
to make our work more timely and relevant to those we 
serve... is one of the major themes in our Strategic 
Framework....Our transition documents were a 
particularly useful communications vehicle. This 
material stimulated much interest among Parliament’s 
new standing committees.” 


This year, there have been a record number of 
appearances by OAG officials at committee hearings 
other than the Public Accounts Committee, possibly due 
to the material brought forward in the transition 
documents, which were frequently referred to by the 
committees. The documents were used in other areas, as 
well, such as in the current federal Program Review and 
in some federal policy reviews. In addition, one 
provincial Auditor General indicated that he wanted to 
employ the same model for his own transition document. 


It is too early to tell what the long-term effects of the 
material will be. We hope that the communication lines 
between our Office and the parliamentary committees are 
being enhanced. 


A post-mortem survey of the Transition Material process 
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indicated that most managers inside the Office were 
pleased with the outcome. Many provided us with 
thoughtful suggestions about how to make it better the 
next time. 


Some were concerned about the impact the documents 
had on their relationships with departments. Some 
departmental officials were upset that they were not 
invited to include their comments and perspectives in the 
documents. 


Most of OAG senior management said the Transition 
Material was a good idea that should be developed 
further. One suggestion was to have the Auditor General 
provide a brief, overall assessment of the issues in each 
transition document, similar to Chapter One in our annual 
Report. Another idea was to use transition documents to 
furnish parliamentarians with timely updates on certain 
issues. This would require a closer working relationship 
between Office staff and House committee members and 
greater delegation and less central control within the 
Office. A further suggestion was to put more effort into 
marketing the Transition Material and making it more 
widely available. The most far-reaching idea was to 
create an electronic bulletin board for access by members 
of Parliament. 


About one third of OAG respondents found their 
transition document to be useful for other purposes as 
well. It served as an overview of previous audit work, a 


summary of outstanding issues and a springboard for 
thought about future work. The overall consensus was 
that we should do it again. 


Lessons Learned 


We learned that responding to a challenge like this cannot 
be directed from the centre, and that procedures have to 
be kept as flexible and uncomplicated as possible. 

People have to be told clearly what is expected of them, 
and then relied upon to make independent decisions. 


It is also essential to obtain client feedback early and 
often. We met with the committee clerks at the 
beginning of the project to get their input on the contents 
of the documents and again later on to market them. 


Another lesson we learned is to stay flexible, to keep 
options open. Our biggest incentive for this approach 
was that we were not certain for a long time when the 
parliamentary committees would be formed and how 
much leeway in preparation time we had. 


It also helps to be lucky, as we were, especially in the 
timing of the formation of the committees. 


As always, the future is invisible, but we will need to 
continue to reach out to our client, not just through 
transition documents, but in other ways as well.* 


Post-Mortem Survey of Transition Material Authors and Contributors 


—~ 


1. Did you find the process used to prepare 
and transmit the Transition Material to be 
efficient? 


2. Do you think the material had a negative 
or positive impact on client relations? 


3. Do you think members of Parliament 
found the material to be useful? 


4. Did you find your transition document to 
be useful for other purposes? 


5. What is your overall reaction to the 
material? 


20 40 60 80 100 


Percentage 
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A Process 
of Change 
and 
Renewal 


by Joanne Guillemette, John Hitchinson and Ann Wesch 


All organizations have been faced with the need for 
change and renewal over the last few years. The Office 
of the Auditor General is no exception. 


Just over a year ago, we began to apply the principles of 
continuous improvement to our work. This was not to 
be a blind application of the Total Quality Management 
textbook principles, but a selective application of 
principles that related to our environment. 


In the words of Auditor General Denis Desautels: 
“Before we could begin to talk about client or 
stakeholder expectations and whether we were meeting 
them, or about how to improve various internal 
processes, we needed to reach a consensus on our 
purpose, on what values should guide us in our work, 
and what we should really focus on to accomplish our 
mission. What seemed to be missing was a sense of 
strategic direction for the Office. We needed a 
framework to pull these elements together.” 


In April 1992, with the help of some outside consultants, 
the Office began the process of developing a Strategic 
Framework for change. An Office-wide survey of staff, 
conducted in the fall of 1992, confirmed that we were on 
the right track and identified areas that required 
improvements. The Framework was finalized and 
endorsed by the Executive Committee in March 1993 
and distributed to all staff that April. 


Gerald Ross, Senior Partner and Cofounder of Change 
Lab International, was one of the consultants who 
assisted in the development of the Framework. “The 
Strategic Framework was designed to work as an agent 
of change within the Office,” he said. ““The Framework 
is a simplified way of explaining what the Office is 
about in a manner that everyone can relate to. It is 
important to focus attention on the thinking behind the 
Framework — on how the Framework was created. 


This was not a document that was created in the back 
room,” Gerald Ross emphasized. “The Auditor General 
brought together some of the best brains in the 
organization from all levels of management, not just the 
AAGs (Assistant Auditors General) and DAGs 

(Deputy Auditors General).” 


Having a Vision 


“We are committed to making a difference for the 
Canadian people by promoting, in all our work for 
Parliament, answerable, honest and productive 
government.” 


Denis Desautels describes the vision as a statement of 
the Office’s purpose. “It is a focussed description of the 
business we are really in and identifies our primary 
client. A shared vision is what helps ensure consistency 
of purpose across all levels in the organization and helps 
provide a general direction for all our actions,” he says. 
“A vision is why we come to work. It’s what makes us 
want to get up in the morning.” 


Setting Out Our Mission 


“The Office of the Auditor General of Canada 
conducts independent audits and examinations that 
provide objective information, advice and 
assurance to Parliament. We promote 
accountability and best practices in government 
operations.” 


Our mission describes what will be done to contribute to 
the overall purpose of the organization. It translates our 
vision into a tangible goal toward which all the 
organization’s efforts are directed. The mission focusses 
on what we deliver to Parliament — our client — in the 
fulfilment of our vision. 


Guiding Our Actions 


The Framework also includes a set of principles that 
guide the Office in achieving its mission. The principles 
focus around the following values: 


Serving the Public Interest 
Caring about People 
Commitment to Excellence 
Being Cost—Conscious 
Promoting Innovation 


These principles reflect the core values and beliefs that 
guide or should guide us in our work. They are a 
statement of the kind of culture the Office would like to 
develop. 


Opinions 11 


Many organizations find that developing such a 
statement to communicate principles or values to staff 
does influence behaviour. The statement is essentially a 
commitment by management to staff as to what kind of 
environment it is trying to create. This commitment is 
critical in building trust. 


“Practising these guiding principles and keeping them in 
mind in our day-to-day decision making and dealings 
with clients and ourselves will both improve the quality 
of our work and make the Office an even better place in 
which to work,” says Denis Desautels. “Articulating 
these principles hasn’t made life easier for senior 
management in the Office. Once you’ve published 
them, staff expect you to live by them, and that’s not 
always easy. There will always be a balancing act 
required in implementing these guiding principles.” 


What Are We Trying to Accomplish 
with the Framework? 


The Framework is just that — a framework. It isn’t 
intended to be a detailed plan or manual. The Auditor 
General refers to the Framework as a road map. It 
provides a general picture of the road the Office is taking. 


One of the reasons for developing the Framework is to 
set a general direction for building the philosophy of 
continuous improvement into our professional and 
administrative practices — to make this part of our 
culture. 


Another purpose of the Framework is to help us develop 
more of an external focus — to become more 
demand-driven. The Office recognizes the need to 
consult regularly with stakeholders and take their needs 
into account in planning our work. 


Implementing Strategies for Action 


The Office has now begun to implement the strategies in 
the Framework. Specific actions were developed under 
these strategies and aligned with the six key capabilities 
the Office has identified as critical to success. These 
key capabilities are: 


@ People 


@ Issue Identification 


@ Methodology, Technology and Audit 
Implementation 


@ Communication and Reporting 
@ Management Effectiveness 
@ Mandate and Funding 


Co-champions have been named for each key capability. 
Their role is to support progress, to propose new or 


different strategies and actions, to reflect on areas for 
improvement in various processes and systems and to 
stay informed of developments and progress. 


What Has Happened? 


One of the Office’s objectives was to develop more of 
an external focus — to reach out more to those we serve. 
This is taking place on a number of fronts. 


Finding ways to serve Parliament better is something we 
are always trying to do. With the election of a new 
government last fall, we felt we could make a 
contribution and help the newly constituted committees 
of Parliament plan their agendas if we provided them 
with a summary of significant issues from our previous 
Reports that we felt were still relevant. This initiative 
led us to prepare Transition Material, which was 
delivered to Parliament in February and was very well 
received (see article on page 7). It contributed to our 
being invited to appear before 11 different committees in 
the last few months — by far a record for our Office. 
The success of this initiative was due to the high quality 
of the final product, the result of the hard work put in by 
a number of staff members. 


Another good example of the Office’s shift toward an 
external focus is the colloquium that was held as part of 
a study reported in our 1993 Report entitled 
“Information for Parliament — Understanding Deficits 
and Debt’. The colloquium brought together 

35 prominent Canadians to discuss the issue of annual 
deficits and accumulated debt. The ideas generated 
were extremely useful and contributed greatly to the 
success of the study. The Public Accounts Committee 
has since called for the government to take action on this 
issue. 


We are also making progress in dealing with some 
internal issues that have been facing the Office for a 
long time. 


The current fiscal restraints have reduced our ability to 
reward good performance through promotions. This has 
put increased pressure on the Office to ensure that its 
promotion process is as fair and transparent as possible. 
As a result of concerns expressed by staff, and after 
considerable effort by the team studying this area, a 
number of changes have been incorporated into this 
year’s process for promotion to and within the 
management category. The experience gained from 
these changes will be used to improve the process at 
other levels as well. 


The process of change and renewal is a progressive 
operation, requiring ongoing input from all concerned. 
A staff survey conducted in 1992 was very useful in 
helping identify areas where efforts needed to be 
focussed in implementing the Strategic Framework. 
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Another Office-wide survey is being conducted this fall 
to provide a basis for measuring our progress and 
adjusting our course of action. 


In early 1994, in keeping with the spirit of consulting 
staff more on matters that affect them, the Information 
Systems and Technology Group circulated a 
questionnaire to all our auditors on the use of computers 
in auditing. The information collected will be used to 
decide on 1994-95 purchases of computer hardware and 
software. This information will also help in making 
decisions on the future development of computer tools 
in auditing. 


Making administrative systems more supportive and 
user-friendly is one of the goals of the Framework. In 
looking at systems, one area that emerged as having an 
impact on staff was the processing of travel claims. This 
process has now been considerably simplified. 


Progress through People 


As we move into the second year of initiatives under the 
Strategic Framework, we recall that the stated purpose 
of the Framework is “to enable us to keep on getting 
better”. 


In a note thanking all staff for their part in the evolving 
process of improvement, the Auditor General 
commented: “So far, through your efforts and 
contributions, we have been successful in introducing 
change to our ongoing professional and administrative 
practices while producing high-quality products. I am 
confident that with your help we can continue to build 
on this success.” * 
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Harmonizing Control and Accountability 
with Empowerment and Innovation 


by D. Larry Meyers and Jamie Hood 


introduction 


We are living in a time of great change and, as we race 
toward the twenty-first century, we will experience 
even more change — change that is not only rapid but 
constantly accelerating. 


Change is not always easy. Many see it as a time of 
trouble rather than opportunity. But history has shown 
that there are often incremental improvements during a 
period of change so that the result is generally positive, 
even if the process is painful. 


Management’s big challenge during these times is to find 
ways to accommodate and exploit changes. The 
concepts of empowerment and innovation summarize 
many of the current ways management is doing this. 
Empowerment involves equipping all staff to make 
decisions that will produce desired results. Innovation 
involves encouraging staff to continuously improve 
products and services and/or reduce their cost. 
Empowerment and innovation emphasize mainly 
obtaining results and often reducing controls. 


Empowerment involves equipping all 
staff to make decisions that will 


produce desired results. 


At the same time, the concepts of control and 
accountability are essential tools. If we don’t hold on to 
them, empowerment could turn to anarchy and 
innovation to chaos. But these concepts need to be 
broadened. “Accountability” needs to include not only 
reports on results achieved by an organization but also 
plans for meeting its mission and managing resources. 
Similarly, “control” should include a means of creating 
conditions that lead to achieving objectives. This will 
involve getting rid of unnecessary controls and ensuring 
that those remaining are as unobtrusive as possible. 


Managing in Changing Times 


Since the early 1970s, we have faced inflation and 
deflation, recessions and recovery, the globalization of 
business, and the rapid advent of new technology. 
“Smokestack” industries, the traditional drivers of the 
economy, have faltered, and “knowledge” industries 


have become the leaders. Canadian companies have had 
to respond to new opportunities and competition created 
by the U.S. — Canada Free Trade Agreement and prepare 
for the impact of the North American Free Trade 
Agreement. Nor is the challenge of change likely to end 
in the foreseeable future, which will be dominated by 
demographic shifts, the government funding crisis, rising 
environmental concerns, and political instability in many 
parts of the world, including Canada. 


To stay relevant and effective during changing times, an 
organization must learn at least as fast as its environment 
changes. To be innovative, it must learn even faster and 
it must anticipate the future. In short, it must become a 
“learning organization’. 


Many organizations deal with change by simply 

adapting. While adaptation is an element of learning, it is 
mainly reactive. An organization that merely adapts 
waits for situations to dictate a course of action. But this 
is a limited type of learning. At an advanced level, 
learning is much more deliberative, reflective and 
anticipative. 


The distinction between an adaptive and a learning 
organization is subtle, yet profound. Both types operate 
in the present. But the adaptive organization is slightly 
behind; it is just arriving from the past. The learning 
organization is slightly ahead; it is just leaving for the 
future. 


To stay relevant and effective during 
Changing times, an organization must 


learn at least as fast as its 
environment changes. 


The learning organization sees change as an opportunity 
to evolve. It is both proactive and responsive to 
circumstances. As well, the learning organization can 
“unlearn” or discard obsolete practices. 


The Office of the Auditor General recognizes this need to 
be a learning organization. The Office noted several 
years ago that significant changes were under way in the 
private sector. The Office believed that similar changes 
were needed in the public sector. Over the past decade 
the Office has published a series of studies, conducted by 
Otto Brodtrick, Principal Associate, OAG, on revitalizing 
public services. 


In a 1988 study, he examined eight government 
organizations that were considered to be performing well 
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and identified the following attributes that contributed to 
this high performance: 


@ Emphasis on people: People were being challenged, 
encouraged and developed. They were given power 
to act and to use judgment. There was a belief that 
strong performance is a product of people who care 
rather than systems that constrain. People were not 
preoccupied with the fear of failure, but faced 
challenges with confidence. 


@ Participative leadership: The leaders envisioned an 
ideal organization and defined its purpose and goals. 
They then articulated these to foster commitment. 
Staff communicated easily. They felt comfortable 
consulting their peers as well as those above and 
below them. Although formal levels existed for 
administrative purposes, there were no boundaries 
inhibiting collaboration in achieving goals. 


@ Innovative work styles: Staff reflected on their 
performance. They learned from the effects of their 
actions. They sought to solve problems creatively. 
They maintained strong monitoring, feedback and 
control systems. They were self-reliant, rather than 
dependent on control from an outside authority. 


e@ Strong client orientation: These organizations 
focussed on clients, deriving satisfaction from 
serving them rather than the bureaucracy. 


e A mindset that sought optimum performance: 
People always sought to improve organizational 
performance. When conditions changed, they 
adjusted their methods, not their values. Because of 
this orientation, the organizations performed well, 
even in changing environments. This mindset might 
have been the most important attribute of all. 


Organizations moved from control to 
commitment, emphasizing results, yet 


Still having justifiable processes. 


The organizations studied had moved from control to 
commitment. They emphasized results, yet still had 
justifiable processes. They also encouraged risk taking 
within defined limits. In other words, they were willing 
to try new methods when common sense dictated that 
better results could be achieved by following the spirit, 
instead of the letter, of a regulation. But staff in such an 
environment must be committed to stewardship, service 
and results, and they must consult with each other. There 
must be a feeling of ownership, shared values and a 
common vision. 


These attributes apply equally to private sector 
organizations, a fact supported by much of the current 
management literature. 


Change and Control 


Through all the changes in an organization, managers 
must remain in control if an organization is to meet its 
objectives. This may seem contradictory to everything 
discussed above—empowering staff, achieving results 
and meeting customer needs—because control places 
limits on people. But we can broaden the concept of 
control from a condition that restricts and prescribes to 
one that brings about the achievement of objectives. 
Used in this way, “control” will complement 
empowerment and innovation. 


A New Control Framework 


Along with the trend toward empowerment and 
innovation, there is a trend toward changing the basis of 
control within an organization. Centralized rules and 
processes are being reduced and replaced by 
accountability based more on results than on adherence 
to process. 


Accountants and auditors tend to react negatively 
whenever someone suggests reducing controls. Through 
experience, they realize that dangers lie ahead for anyone 
who recklessly seeks to abandon controls and let staff 
“do their own thing”. 


The world of work is now so complex and 
uncertain, and the changes are so rapid, 
that we must rely on the intelligence and 


the judgment of staff in the field, coupled 
with appropriate values, commitment and 
accountability. 


Traditional control systems were designed primarily to 
get staff to follow instructions and to prevent mistakes 
and fraud. They were based on the assumptions that 
management knew best and that control was achieved 
when staff complied with detailed procedures governing 
activities and decisions. 


In fact, it is often easier to manage and sometimes to 
work in a tightly controlled environment than in one that 
gives staff a lot of freedom. Under tight control, staff 
don’t have to think—they just follow the rules. And 
managers simply enforce them. 


Traditional control systems can work effectively when 
the environment is stable and the tasks repetitive and 
predictable. However, the world of work is now so 
complex and uncertain, and the changes are so rapid, that 
we cannot develop detailed rules and controls to cover all 
eventualities. Therefore, we must rely on the intelligence 
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and the judgment of staff in the field, coupled with 
appropriate values, commitment and accountability. 


A main element of control in an empowered management 
culture is a set of fundamental rules reflecting the 
organization’s beliefs, values, management principles 
and code of conduct. Based on an analysis of business 
risk, they establish boundaries within which staff can 
make decisions. 


On the other hand, standard operating procedures 
amplify the fundamental rules, but they shouldn’t have 
the same authority. They are simply the best known way 
of dealing with today’s circumstances and are subject to 
revision as circumstances change. 


Both formal and informal controls are usually desirable. 
Examples of formal controls are mission statements, 
goals and objectives, policies and procedures, standards 
and information reporting. Examples of informal 
controls are ethics, values, trust and commitment. 


Balancing control with empowerment and innovation 
need not be an onerous task. A self-assessment done at 
every organizational level is a simple way to ensure that 
work is performed as required and that staff exercise 
their autonomy responsibly. A successful 
self-assessment depends on the willingness of 
participants, especially superiors, to engage in open 
dialogue and to treat mistakes and criticisms as an 
opportunity to learn and improve the system’s 
performance. 


Change and Accountability 


The previous section argues that staff need a context in 
which empowerment is created and that this is provided 
by a control framework. 


Organizations also have needs in a changing 
environment. In the past, staff were held accountable for 
their compliance with rules and procedures. Now, 
however, staff are being asked to achieve results and are 
being given broad boundaries within which to make 
decisions. They should therefore be held accountable for 
the results achieved with the resources entrusted to them. 


In the past, staff were held accountable 
for their compliance with rules and 
procedures. Now, staff are being asked 
to achieve results and are being given 


broad boundaries within which to make 
decisions. They should therefore be held 
accountable for the results achieved with 
the resources entrusted to them. 


The Statement on Accountability, published in June 1988 
by the Society of Management Accountants of Canada, 
describes the broader scope and increasing importance of 
management accountability. The Statement notes that 
“management needs to provide comprehensive 
information that accounts for the performance of the 
enterprise and meets the needs of the various 
stakeholders. Such information can be based upon an 
integrated and comprehensive set of assertions that can 
be reasonably validated and will allow stakeholders to 
make judgments regarding performance. These 
management assertions must relate to the management’s 
initiatives and the outcomes of its decisions and actions 
and must not be merely general statements that are based 
on broad interpretations.” 


Government is in the complex business of serving the 
public interest and, in so doing, managing its substantial 
resources judiciously. The instruments it uses to achieve 
this mission include spending, taxing and regulating. 
Parliament has a right to expect and receive a regular 
accounting on the exercise of all these responsibilities. 
Traditional annual reporting that focusses on compliance 
with spending authority does not cover these broader 
obligations. The Office of the Auditor General has 
argued that the government needs to report on the full 
range of its activities, that is, its global 

stewardship. 


The government needs to report on the 


full range of its activities, that is, its 
global stewardship. 


The Office believes that global stewardship reporting in 
both the public and private sectors would be well served 
if the following four questions were answered: 


@ What are the organization’s mission and lines of 
business? 


@ How does the organization achieve its mission? 


@ What are the organization’s objectives for achieving 
its mission and plans for managing the resources 
under its control? 


@ How has the organization done in meeting its 
objectives, and how much has it cost? 


It is often thought that one key issue regarding 
empowerment is the delegation of power and spending 
authority. More important, however, is getting 
agreement on for what and to whom staff are to be 
accountable. The principles in the Statement of 
Accountability quoted earlier apply here as well. 
Well-understood accountability processes should be in 
place to make this happen effectively. Such processes 
need to have: 
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@ clear and visible objectives and standards of service 
against which organizational performance can be 
measured; 


@ performance indicators to assess results, with 
emphasis on usefulness rather than on precision of 
measurement; 


@ — reliable and accessible information systems to 
support decision making and measurement of 
results; and 


@ timely and understandable reporting on results, the 
quality of control systems and compliance with 
fundamental rules. 


Perhaps a note of caution is in order here. Results are 
usually achieved by a combination of performance and 
circumstances. In measuring results, it is important to 
separate performance from circumstances and hold 
managers and staff accountable for performance only. 


In measuring results, it is important to 
separate performance from 


circumstances and hold managers and 
staff accountable for performance only. 


Conclusion 


To compete and excel in a changing world, organizations 
often must become more flexible and adopt practices 
such as empowerment and innovation. These practices 
allow staff to be creative and to solve problems. 


To properly implement these practices, we must hold on 
to the concepts of control and accountability. Otherwise, 
as we pointed out, empowerment could turn to anarchy 
and innovation to chaos. But we must broaden these 
concepts. 


To compete and excel in a changing 
world, organizations often must hecome 


more flexible and adopt practices such 
as empowerment and innovation. 


If staff are being asked to achieve maximum results but 
are left to decide how best to achieve them, then 
managers and stakeholders must give them fundamental 
rules as to what is acceptable behaviour and risk. This is 
control. Similarly, managers and stakeholders must 
demand both an accounting of the results compared with 
expectations and a plan indicating how the organization 
will achieve its mission. This is accountability.+ 
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Auditing Development 


Co-operation: 


New Perspectives 


by Vinod Sahgal 


New Perspectives on Development 
Assistance Programs 


An international conference on financial management 
and accountability in the public sector was held on 

10 February 1994, in New Delhi, India. It was 
organized by the International Consortium on 
Governmental Financial Management. One of the 
conference sessions was on the subject of auditing and 
managing development assistance programs. The 
panelists participating in this session were Vinod Sahgal, 
Principal, Foreign Affairs, Office of the Auditor General 
of Canada, André Gingras, Canadian International 
Development Agency, and Vijay Gopal Pandey, 
International Development Research Centre. The 
Chairperson was Ajinder Ahluwalia, Financial Adviser, 
Ministry of Health and Family Welfare, India. 


The agenda included presentations by the three panelists 
on their perspectives, experiences and lessons learned in 
the field of development assistance. Concluding 
remarks were presented by the Chairperson. 


Panelist |: Working Co-operatively 
with Management 


The first panelist, Vinod Sahgal, outlined the objectives 
of the discussion as follows: 


@ toexplore perspectives of and lessons learned by 
governing bodies, managers and independent 
reviewers using international development as one of 
the points of reference; 


@ toexplore ways to modernize public sector 
auditing; and 


@ toconsider what governing bodies, management 
and the media could do to effectively exercise their 
roles to improve the accountability system. 


The speaker stated that in the changing political and 
economic systems around the world, the roles of the 


legislative auditor and public accounts assume greater 
responsibility. While earlier bureaucracy tended to treat 
citizens as cases to be processed, today they are clients 
whose needs should be met. 


He then outlined briefly the key changes evolving in the 
nature and scope of legislative auditing as follows: 


@ The move from auditing financial transactions and 
management procedures to promoting transparency 
of organizational performance is gaining 
momentum. 


@ The language and the media for communicating our 
findings are becoming user-friendly. 


@ Reports are becoming more relevant to the 
day-to-day issues faced by the public. 


@ Scoping decisions at the audit offices are being 
made with more public participation. Soviet-style 
central planning of audits is passé. 


e@ Finally, there is greater co-ordination of legislative 
auditors with other jurisdictions. 


In summary, the speaker concluded that auditors are 
re-examining their trade; the emphasis is now on 
management for results in a process of “auditing with 
management” rather than “auditing against 
management”. 


Panelist ll: Searching for Sustainable 
Solutions 


André Gingras, the second panelist, emphasized that 
development assistance is in crisis and we are all 
seeking solutions worldwide. He stated that the media 
need to play a responsible role in reviewing audit reports 
and should not sensationalize the negative aspects of 
governance. The successful implementation of 
development programs, in his view, needs both good 
policies of management and audit reviews. Most 
important, our mindset needs to change as the focus of 
development projects changes over time. 
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Mr. Gingras concluded by saying that a greater degree of 
interaction and a new awareness and harmony are 
necessary for the management of development 
assistance programs. 


Panelist Ill: Balancing Cost 
Efficiency with Project Impact 


Vijay Gopal Pandey, the third panelist, narrated his 
experiences and lessons learned from the management 
of development assistance programs for research by the 
International Development Research Centre. Two main 
points he emphasized were that the world order is 
changing rapidly, making it imperative for organizations 
to go through a process of renewal; and, in the emerging 
new world order, knowledge is becoming the key 
determinant of power and wealth. 


Following are some of the key lessons that have been 
learned: 


e@ For results-oriented management, 
conflict-resolution mechanisms are required to 
optimize the trade-offs among multiple and 
competing objectives — cost efficiency, project 
effectiveness, administrative load and project size. 


@ Perceptions of management, program staff and 
administration with regard to the above-noted 
objectives vary in degree of importance. For senior 
management, cost efficiency is a major area of 
accountability, while for program staff, project 


impact is of greater importance. For administration, 
cost efficiency is an important goal. 


e@ Large projects are not necessarily cheaper to 
administer than small projects. Size is not a 
significant variable for project effectiveness, and 
within all budget sizes there are opportunities to 
affect research capacity and development. 


Chairperson: Keeping Pace with 
Changes 


Concluding the discussion, the Chairperson, 
Ajinder Ahluwalia, highlighted two tangible points that 
emerged from the discussion: 


1. the role of managers in the management of 
development assistance and audit; and 


2. the new role of auditors in the changing 
environment. 


The Chairperson emphasized that social indicators are 
needed for good management, and identifying these is 
the job of a social auditor. It is important for social 
auditors to be associated with programs from the 
beginning to identify the factors that led program 
managers to invest in a particular program. 


The speaker emphasized the crucial role of the auditor, 
especially in the changing environment, where it is 
necessary to keep pace with the changes and be open to 
new perspectives, without losing independence and 
neutrality.+ 
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Going Global: Seminar on 
Best Practices in International 
Development Assistance Audits 


by Esther Stern, Rajesh Dayal and Vinod Sahgal 


Seminar participants from Asian supreme audit institutions with the Auditor General 
of Pakistan, front row, centre. 


Background. The International Development Initiative 
secretariat and the Asian Organization of Supreme Audit 
Institutions (ASOSAIs) agreed to hold a seminar hosted 
by the Auditor General of Pakistan in Lahore from 
22-28 March 1994. Funding was provided through a 
grant from the Asian Development Bank. There were 
26 representatives from 18 member countries of the 
Asian Organization of Supreme Audit Institutions and 
its parent organization, the International Organization of 
Supreme Audit Institutions (INTOSAI). Several 
observers from the World Bank, the Asian Development 
Bank, the United States Agency for International 
Development, the United Nations Development Program 
(UNDP) and the United Kingdom’s National Audit 
Office also attended. The goal was to examine the audit 
of development assistance, from both a donor and a 
recipient perspective. 


Participation of the Office of the Auditor General of 
Canada. On behalf of the Office of the Auditor 
General, Principals Vinod Sahgal and Esther Stern and 
Director Rajesh Dayal, in conjunction with former 
Canadian Comprehensive Auditing Foundation Fellow, 
Akram Khan, developed and facilitated the seminar. It 


was based on audit work carried out by the 
Foreign Operations team on the Canadian 
International Development Agency’s 
programs in Asia. 


Purpose of the seminar. The rationale for 
this seminar was based on the issues and 
recommendations that emerged from the 
9th United Nations INTOSAI Expert 
Group Meeting on Government Auditing, 
Vienna, 12—20 September 1990. Many 
supreme audit institutions (SAIs) in Asia 
had expressed an interest in a seminar 
bringing together the views of donor and 
recipient SAIs on the accountability issues 
raised at the meeting. 


The objective of the seminar in Lahore was 
to improve the effectiveness and 
accountability of development assistance 
through better auditing techniques. By 
sharing audit experiences and new 
methodologies and by identifying current 
practices and key issues in auditing 
development assistance, participants hoped to find 
opportunities for improving auditing procedures. This 
seminar was unique in that it brought together important 
development assistance agencies providing program 
funding and those responsible for auditing the 
management of the funding. It also provided a forum to 
discuss the respective roles of donor and recipient SAIs 
and to make recommendations to the Governing Board 
of ASOSAIs regarding how the role and effectiveness of 
development assistance auditing can be improved. 


A summary of the main issues discussed follows. 


Agenda. The target audience was senior practitioners 
involved in auditing development assistance 
programs/projects. Five topics were discussed at the 
seminar: financial management and control; auditing 
performance; auditing accountability; auditing 
effectiveness; and the evolving role of SAIs. 


The seminar comprised formal presentations and 
working group discussions. There was an advance 
submission by participants of detailed questionnaire 
responses that provided a general overview of such 
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aspects as development assistance received/given by 
their country and audit coverage, as well as their views 
on issues related to the five seminar topics. 


The program included a panel discussion on auditing 
development assistance effectiveness, with 
representation from the World Bank, the Asia 
Development Bank and the UNDP. 


Effectiveness audits. This seminar marked a shift in 
focus from auditing of process to auditing of results. In 
the past, project managers have failed to develop 
performance indicators (measures of success) or other 
suitable alternatives. It is now incumbent on supreme 
audit institutions to develop such indicators if donor 
agencies cannot provide them. The Office of the 
Auditor General has done this in the case of the 
Canadian International Development Agency. 


Discussion points. Participants agreed that there were 
several regional issues affecting the audit of 
development assistance. Management reports to donors, 
for example, were not as clear or useful as they should 
be; they did not take into account donors’ and lenders’ 
differing accountability requirements. The 
accountability of auditees and executing agents was 
sometimes inadequate. Poor financial management and 
control sometimes indicated a lack of sound accounting 
and internal control standards. Finally, supreme audit 
institutions tended to place the emphasis on compliance 
audit rather than on proper certification and 
results-based performance. 


Common concerns. The seminar advocated that SAIs 
harmonize and simplify the accountability frameworks 
of donors and recipients. This would clarify the aims of 
each country on accountability and sustainability issues. 
By clarifying the roles, division of responsibilities, 
rights of access and results expected by both parties in 
bilateral agreements, audit reports could provide more 
useful information. The implementing agencies could 
also develop and apply more meaningful internal control 
and accounting standards. 


Participants further agreed to put more stress on 
high-level matters of significance in audit reports by 
concentrating on systemic and organizational issues 
rather than on points of detail in specific projects. 
Although the reports of the supreme audit institutions 
will continue to draw attention to serious weaknesses, 
they will be more timely and will emphasize positive 
findings based on strong evidence. Finally, 
value-for-money reporting should focus on systemic 
problems of programs at the country level, or cover 
themes such as poverty alleviation and the environment, 
rather than focussing on individual projects. In future, 
more constructive reports would lead to a more effective 
correlation between the results of value-for-money 
audits and the lessons to apply in future development 
projects. 


The seminar concluded that objectives and achievements 
should be given the widest coverage in SAI reports. 
Although reporting should be structured to be effective, 
it should not become stereotyped. Audit reporting 
methods should therefore be innovative. 


To help achieve these goals, seminar participants 
believed that progress would be improved if 
co-ordinated or “concurrent” audits could be undertaken 
by donor SAIs. 


Technical team from Canada with Auditor General of Pakistan. 


Main recommendations. The seminar discussions 
produced a wide range of constructive ideas and 
proposals. The main recommendations were: 


@ Reports on the results of effectiveness audits should 
cover accountability and sustainability issues at the 
levels appropriate to the readership. 


@ SAlIs should place appropriate emphasis on positive 
situations, constructive criticism and, where it is 
due, suitable praise. However, in terms of public 
accountability, the need to draw attention to serious 
weaknesses and errors remains. 


e@ Executing agencies should inform Parliament of 
their aims for the use of development assistance and 
provide annual reports on the extent of their 
achievements; at the same time, Parliament should 
be made aware that effectiveness measures exist and 
that SAIs have a valuable contribution to make. 


@ SAIs should produce timely reports based on strong 
evidence to ensure that they are relevant and useful 
to the readership. 


e@ SAIs should ensure that reports broaden their 
horizons from concentrating on projects to covering 
wider issues, including sectors such as water or 
themes such as poverty alleviation and the 
environment. 


Long-term benefits. This seminar gave experienced 
delegates from the Asian Organization of Supreme 
Audit Institutions an opportunity to develop a common 
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Participants discussing innovations in audit reporting methods. 


understanding of the major audit issues facing SAIs 
beyond traditional financial management and control 
weaknesses. Examples of these issues are increased 
recognition of auditing effectiveness and accountability. 
The seminar also forged partnerships between donor and 
recipient countries, which will continue to foster 
development of innovative audit methods and 
results-based management of development assistance 
programs. This network of auditors involved with the 
audit of development assistance will continue to share 
best practices, ideas and experiences in the future. To 
help achieve these goals, the seminar encouraged 
concurrent audits with donor SAIs. 


This seminar also enhanced the image of the Office of 
the Auditor General of Canada as a source of innovative 
audit methodology in an area of significant concern to 
members of the International Organization of Supreme 
Audit Institutions. The Public Accounts Committee of 
Canada was informed that many other audit offices in 
recipient and donor countries shared the concerns raised 
in the Auditor General’s 1993 Report on the Canadian 
International Development Agency and agreed on the 
need to focus on the substance of development, rather 
than merely on the process. 


Implications for our work. Experiences in auditing 
development assistance programs suggest that the role of 
concurrent and joint audits will grow. The result will be 
a more penetrating audit of bilateral and multilateral 
programs at a lower cost. For example, there are 
opportunities for several countries to join in the audit of 
multilateral organizations like the United Nations; it is 
also possible to draw parallels with federal/provincial 
joint funding. Wherever there are shared jurisdictions, a 
concurrent or joint audit is one avenue to explore. 


Another implication is the need for partnership through 
ongoing constructive dialogue and discussion with our 
colleagues in other supreme audit institutions on what is 
needed to improve accountability and effectiveness of 
government programs and the quality of the worldwide 
effort to restructure the public sector.* 
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BOOK 
REVIEW 


Environmental 
Accounting 


for the 
Sustainable 
Corporation 


Strategies 
and Techniques 


Daniel Blake Rubenstein 


Environmental Accounting for the 
Sustainable Corporation: Strategies 
and Techniques, by Daniel Blake 
Rubenstein, Greenwood Publishing 
Group, Westport, CT, 1994, 

224 pages, ISBN 0-89930-866_-X, 
$55.00. 


Corporations must decide how much 
to invest in the natural assets — air, 
water, land and forests — that they 
depend upon for their economic 
survival. How can they project the 
costs of essential investments under 
conditions of scientific and 
legislative uncertainty? The book 
lays out an innovative road map 
with the help of a case study based 
on the experiences of a forestry 
company that made such an attempt. 


Everyone interested in developing a 


long-range environmental strategy 
will find this book instructive: 
senior corporate management, 
accountants, internal auditors, 
academics, students and 
environmentalists. 


Based on the author’s research for 
the United Nations, a new 
methodology is advanced for 
calculating fuller costs. In addition, 
the author illustrates alternatives to 
traditional capital budgeting models. 
The book offers a broad range of 
concepts and applications, 
including: the meaning of natural 
capital; intergenerational equity; 
waste minimization; asset depletion 
rates; costing natural capital 
according to risk-management 
principles; off-balance sheet natural 
assets; and profit as defined in 
relation to natural and business 
capital. Pioneering reporting 
methods for returns on investment 
and product costs are recommended 
in the concluding chapters. 


The author, Daniel Blake 
Rubenstein, a chartered accountant 
and a Principal in the Office of the 
Auditor General of Canada, has 
specialized in environmental 
accounting for sustainable 
development for the last five years. 
He recently completed a research 
project on accounting for sustainable 
development for the United Nations 
Conference on Trade and 
Development. 
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Présentation 


Measuring Internal Audit’s 
Performance 


Auditing at Different Levels of 
Government —Is there room for 
streamlining? 


Senior Full-Time Financial Officers’ 
Role in Renewal Initiatives 


*Reflections on Ethics and 
Accountability 


Some Matters of Special Concern 


*Reflections on Ethics and 
Accountability 


Some Matters of Special Concern 


Comment vulgariser les publications 
gouvernementales 


Impartition, partenariats et 
privatisation 


Des questions qui devraient avoir de 
l’importance pour tous les Canadiens 


*Strengthening Legislative Audit 
Institutions: A Tool for Good 
Governance 


*The Office of the Auditor General 
Defence Resource Management 


Making a Difference through 
Accountability: The Auditor 
General’s Point of View 


An Audit Response to the 
Changing Environment 


Conférencier 


Bruce Sloan 


John Hitchinson 


Larry Meyers 


Denis Desautels 


Denis Desautels 


Denis Desautels 


Denis Desautels 


John Zegers 


Jacques Goyer 


Denis Desautels 


Vinod Sahgal 


Peter Kasurak 


Denis Desautels 


Denis Desautels 


Devant/lieu 


Institut des auditeurs internes, 53°™® Conférence 
internationale, Toronto (Ontario) 


Institut des auditeurs internes, 53°" Conférence 
internationale, Toronto (Ontario) 


Conférence des agents financiers principaux, 
Cormwall (Ontario) 


Université Athabasca, Edmonton (Alberta) 


Table Ronde — Université Athabasca, Edmonton 
(Alberta) 


Université Athabasca, Calgary, (Alberta) 


Table Ronde — Université Athabasca, Calgary (Alberta) 


Colloque annuel du Centre canadien d’administration 
de la justice, Ottawa (Ontario) 


Conférence : « L’impartition, la privatisation et les 
partenariats privé—public », Institut international de 
la recherche, Québec (Québec) 


La Chambre de commerce du Canada, 65®™€ réunion 
annuelle, Québec (Québec) 


The International Consortium on Governmental 
Financial Management, IX° Conférence internationale 
annuelle, Washington, D.C. 


Cours sur la gestion des ressources de défense, 
ministére de la Défense nationale, Centre canadien 
de gestion, Ottawa (Ontario) 


Association canadienne des comptables généraux 
licenciés de |’Ontario, section d’Ottawa 


Institut des auditeurs internes, Conférence « Search for 
Best Practices », Ottawa (Ontario) 


Date 
le 19 juin 1994 


le 20 juin 1994 


le 27 juin 1994 
le 4 juillet 1994 
le 4 juillet 1994 
le 5 juillet 1994 


le S juillet 1994 
le 13 septembre 1994 


le 14 septembre 1994 


le 20 septembre 1994 


le 22 septembre 1994 


le 23 septembre 1994 


le 29 septembre 1994 


le 3 octobre 1994 


Zz suo|uldQ 


Présentation 


*Commercializing Government 
Science to Generate Revenue: 
How Australia Does It 


New Perspectives on Development 
Assistance Programs 


*The Office of the Auditor General 
and Defence Resource Management 


La divulgation non autorisée de 
renseignements ou le 
« whistleblowing » 


*Financial Government: Equity, 
Ethics and Enforcement in the 


Tax System 


Les processus de changement dans 
les administrations publiques : 
facteurs déclencheurs et conditions 


de succés 


La privatisation et l’impartition 
au Canada et dans d’autres pays 


Mise a jour sur l’ébauche du document 
de recherche intitulé « Materiality 

and Overall Audit Assurance for 
Public Sector Attest Audits » 


Commercialization of Australian 
Science: Emerging Strategic Issues 


*The Role of the Auditor in Ensuring 
Compliance with Environmental 
Assessment Legislation 


Internal Audit in a Changing 
Management Culture 


Conférencier 
Michael Ryan 


Vinod Sahgal 


Peter Kasurak 


Jacques Goyer 


Larry Meyers 


Jacques Goyer 


Jacques Goyer 


Scott Milne 


Michael Ryan 


Geoff Robins 


Manfred Kuhnapfel 


Devant/lieu 


Centre canadien de gestion, Ottawa (Ontario) 


Conférence internationale sur la gestion financiére, 
la gestion et la reddition des comptes dans le 
secteur public, New Delhi, Inde 


Cours sur la gestion des ressources de défense, ministére 
de la Défense nationale, Centre canadien de gestion, 
Ottawa (Ontario) 


Conférence du Club Richelieu, Centre canadien 
de gestion, Ottawa (Ontario) 


The International Consortium on Governmental 
Financial Management, VIII* Conférence internationale 
annuelle, Miami, Floride 


Réseau visant la promotion d’une compréhension 
commune parmi les cadres supérieurs, Centre de 
formation Desjardins, Lévis (Québec) 


Conférence : « La privatisation et l’impartition dans 
le secteur public », l’Institut international de la recherche, 
Québec (Québec) 


Comité des méthodes des vérificateurs législatifs, 
Conférence annuelle de 1994, Québec (Québec) 


Conférence de la Société canadienne de |’évaluation, 
Québec (Québec) 


Société canadienne des biologistes de |’environnement, 
34€me réynion annuelle, Conférence : « Environmental 

Impact Assessment and Remediation: Towards 2000 », 
Victoria (Colombie—Britannique) 


Colegia de Contadores Auditores Universarios de Chile 
A.G. and Universidad Del Bio—Bio Concepcion, Chili 


Date 
le 8 février 1994 


le 10 février 1994 


le 21 février 1994 


le 2 mars 1994 


le 12 avril 1994 


le 5 mai 1994 


les 16-17 mai 1994 


le 17 mai 1994 


le 24 mai 1994 


le 2 juin 1994 


les 14-15 juin 1994 
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Discours et présentations 


Voici une liste des discours et des présentations qu’ont donnés le vérificateur général ou ses représentants. La langue du titre correspond a la langue dans laquelle 
le discours a été écrit. L’astérisque indique que |’on peut en obtenir copie. 


Présentation 


*Accountability of Canadian Crown 
Corporations 


*Conducting and Managing 
Performance Audits 


The Role of Audit in State Enterprise 


Getting Accountability and Control 
Right: The Canadian Perspective 


*Changing Paradigms and 
Re-engineering Auditing 


Atelier sur la compétence 
professionnelle et d’autres questions 
connexes 


Role of Audit in Government 
Programs for Public Executives 


Overview of the Office of the 
Auditor General ofCanada 


*Finding the Balance: Harmonizing 
Control and Accountability with 
Empowerment and Innovation 


*Finding the Balance: Harmonizing 
Control and Accountability with 
Empowerment and Innovation 


*Management and Auditors: 
Ready to Deliver? 


La vérification des ressources 
humaines : Vers un nouveau modéle 


Les réformes dans certains pays et 
certains de leurs effets 


La mobilisation des ressources 
humaines 


La réduction des effectifs 


Conférencier 
Michael Ryan 
Michael Ryan 
Michael Ryan 
Michael Ryan 
Larry Meyers 


Larry Meyers 


Larry Meyers 
Larry Meyers 


Larry Meyers 


Larry Meyers 


Larry Meyers 

Jacques Goyer 
Jacques Goyer 
Jacques Goyer 


Jacques Goyer 


Devant/lieu 


Commission d’enquéte sur la société d’énergie 
électrique de |’ Etat, Parlement, Etat de Victoria, 
Melbourne, Australie 


Bureau du vérificateur général Bangkok, Thailande 


Bureau du vérificateur général, Etat de Victoria, 
Melbourne, Australie 


Victorian Corporatization: un échéancier des 
changements — Conférences IIR, Melbourne, Australie 


Conférence sur la vérification interne au gouvernement 
« Meeting New Audit Challenges », Washington, D.C 


Fondation canadienne pour la vérification intégrée 
Québec (Québec) 


Université Queen’s, Kingston (Ontario) 


Présentation devant le Contréleur de la Bolivie, Bureau 
du vérificateur général, Ottawa (Ontario) 


Conférence de 1993 de la Société des comptables 
en management du Canada, Hull (Québec) 


The International Consortium on Governmental 
Financial Management, VIII® Conférence internationale 
annuelle, Washington, D.C. 


Fondation canadienne pour la vérification intégrée, 
Ottawa (Ontario) 
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Communication initiatives in the 
audit world are substantially 
altering not just the type of work 
we do and the methods we use, but 
also the very culture of our Office. 


Communication — a catchword of 
the 1990s — is seen now as much 
more than the mechanical 
transmittal of facts and opinions 
from one party to another. Rather, 
communication is the life-breath of 
an organization. 


This is doubly so in our organization, 
which strives to communicate vital 
information on the governance of our 
vast and diverse country to 
parliamentarians and the public alike. 
Our audit work involves much more 
than the investigation of systems, the 
collection of data and the analysis of 
methodologies. Our work provides a 
two-way conduit of interaction that 
fosters the growth of accountability 
and trust between the government 
and the people of Canada. 


The theme of communication is 
visible throughout this issue of 
Opinions, beginning with my notes 
for a speech on ethics and 
accountability, in which I 
emphasize the value of making 
information clear, timely, accurate 
and relevant. 
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Communicating is again linked 
with ethics and accountability in 
the article by Larry Meyers and 
Jamie Hood, who discuss the 
qualities necessary for a taxation 
system that depends on taxpayer 
honesty and public trust of 
government. 


An article by Antonine Campbell 
introduces the current members of 
the Public Accounts Committee, our 
“partners” in the attempt to steer 
government toward a more 
transparent and accountable 
management of public money. My 
communication with this Committee 
has increased dramatically over the 
past few years, and the results are 
very encouraging. 


Sharing information with other 
countries is another form of 
communication that OAG auditors 
are exploring. Tom Beaver’s article 
describes the benefits of recent 
concurrent reviews of information 
exchange related to food import 
controls in the U.S. and Canada and 
points out the advantages of such 
“cross-border teamwork”. 


Otto Brodtrick reports on his trip to 
the Philippine Commission on 
Audit, emphasizing how self-image 
— both individual and corporate — 
powerfully influences the way 
auditors communicate with their 
clients and the impact that their 
audits have on society. 


Open communication between 
auditors and the organizations they 
audit through ongoing feedback 
sessions is a valuable tool in 
building a collaborative and 
productive audit relationship. 
Michael Ryan’s article shows how 
briefings of “auditees” have 
enhanced the continuous audit 
report writing process in both 


Australia and Canada. 


In an account of his presentation at 
an international financial 
management conference in 
Washington, Vinod Sahgal 
underlines the role of supreme audit 
institutions as a communication 
link between the international aid 
community and developing 
countries to ensure transparent 
governance and sustainability of 
funded programs. 


John Zegers’ description of the 
media lockup on tabling day for the 
1994 Report outlines some new 
methods our Office is exploring to 
better communicate the main 
messages of our audit work to the 
media and the public. 


We hope that the articles in this 
issue will inspire our readers around 
the world to open up new pathways 
of communication in the audit 
arena in the interest of 
accountability and transparency. 


Regrettably, due to budgetary 
constraints, this is the final issue of 
Opinions. However, electronic 
vehicles such as Internet may 
provide a viable option for us to 
continue sharing information on 
audit-related issues in the future. 


The international exchange of ideas 
is important to us, and we welcome 
comments and suggestions from our 
readers across Canada and in other 
countries.* 


~ <a camera 


L. Denis Desautels, FCA 
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Reflections 
on Ethics and 
Accountability 


Following are notes for an address delivered by 
L. Denis Desautels, Auditor General of Canada, at 
Athabasca University in Calgary, on 5 July 1994. 


The title of my speech today is “Reflections on Ethics 
and Accountability”. These are fundamental issues that 
are of particular interest to me. 


During the three years that I have been the Auditor 
General of Canada, both ethics and accountability have 
taken on new meaning and importance for me. 


I believe that these are key issues for all Canadians to 
reflect on also. Their importance in government at all 
levels has certainly grown over the past few years, and 
they are of concern more now than ever in business and 
industry. 


Ethics in Government 


Ethics has been a subject for comment and speculation 
throughout history. 


“The quest for riches darkens the sense of right and 
wrong,” said Antisthenes in 390 B.C. In 1 B.C., Ovid 
commented: “Bribes, believe me, buy both gods and 
men.” 

Abraham Lincoln stated in 1856: “Moral principle is a 
looser bind than pecuniary interest.” And, in 1946, 
Mohandas Gandhi said: “It is difficult, but not 
impossible, to conduct strictly honest business.” 


Ethics is no less a matter of concern today. And ethics in 
government has increasingly come under scrutiny. 


In a recent speech to the Canadian Club of Ottawa, I 
talked about the need to maintain and enhance ethics in 
government. I also said I intend to encourage thorough 
discussion of the matter to determine whether significant 
problems exist and to ensure that any corrective action is 
both substantive and sustainable. 


As you very well know, ethics in government is a very 
broad and complex topic. There are many areas that 
could be discussed — codes of ethics, conflict of interest 
guidelines, training programs, ethics counsellors — to 
name but a few. 


In my view, the starting point for a discussion of ethics in 
government should be a statement of principles or, as 


Aristotle might say, philosophy. It may sound unusual to 
you that I would emphasize this point, since accountants 
are not renowned as philosophers. 


Nevertheless, I believe that a statement of principles is 
needed first if we are to build a consensus about the 
problem and its solutions. Without such a statement, it is 
easy to adopt and even promote the virtues of ad hoc 
pragmatism — which, in practice, is often nothing more 
than a cloak for opportunism. 


I propose as a starting point the principle that “public 
service is a public trust”. I believe this principle is central 
to any discussion of ethics in government. 


“Public service is a public 
trust” is the central principle 


in any discussion of ethics 
in government. 


It is a principle based on the fact that Canadians, as a free 
people, voluntarily give power to those who govern. 
Those who receive power have no inherent right to it; 
they need not have accepted it, and it need not have been 
given. Consequently, Canadians have a right to expect 
that the power they bestow will be used only in the public 
interest. 


Let’s be quite clear on one thing: Canadian governments 
compare very favourably with most others in their 
integrity. However, recent polls indicate that many 
Canadians do not trust their governments to act in the 
public interest. 


Recent polls indicate that 
many Canadians do not trust 


their governments to act in the 
public interest. 


Whether based on fact or perception, this is very 
troubling. If a high proportion of Canadians do not trust 
governments to do the right thing, then governments will 
find that their actions have less and less legitimacy and 
effectiveness. 


There is general agreement that the single most important 
influence on the ethical behaviour of employees is the 
role model provided by an organization’s leaders. 
Similarly, even with the best codes of conduct or 
conflict-of-interest guidelines, it would be very difficult, 
if not impossible, to protect Canadians from a 
government that is not fundamentally honest. 
Consequently, any attempt to improve ethical conduct in 
government must include political leaders as well as 
public servants. 
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Indeed, as Michael Starr and Mitchell Sharp noted in 
their 1984 report, Ethical Conduct in the Public Sector, 
“A large measure of responsibility rests with the Prime 
Minister in relation to matters of ethical conduct in the 
public (because) the Prime Minister sets the tone for the 
entire government.” 


Political leaders across our various levels of government, 
especially Cabinet ministers, must recognize that their 
behaviour has a significant influence on the whole tone 
of governments. Even a statement of principle is 
meaningless if the people at the top are not willing to 
support it and, more important, act in a manner clearly 
consistent with it. 


A statement of principle is 
meaningless if the people at 
the top are not willing to 


support it and, more important, 
act in a manner clearly 
consistent with it. 


To be candid, the loss of confidence in political 
institutions is, in part, due to real and perceived ethical 
misconduct by politicians in the past — it is not the only 
factor, but an important one. 


Political leaders need to address the problems created by 
past actions. There is much at stake. For this reason, I 
very much welcome the current government’s emphasis 
on integrity in government and the recent appointment of 
an ethics counsellor. 


But, where do we start? The principle that public service 
is a public trust includes the tenet that members of 
Parliament, ministers and public servants should not do 
anything unlawful. 


Unfortunately, there will always be those who engage in 
unlawful behaviour. To deal with those individuals, we 
must ensure that the justice system and the Criminal 
Code are sufficiently powerful. 


Recent reviews by the Law Reform Commission and the 
1992 Special Joint Committee of the Senate and the 
House of Commons on Conflict of Interest raised the 
question of whether the Criminal Code clearly covers 
members of Parliament and ministers. I believe this 
question needs to be clarified. 


Do we also need better conflict-of-interest guidelines? 


The basic principles of the existing conflict-of-interest 
guidelines for the federal government appear reasonably 
clear. They require ministers and senior public servants to 
perform their duties in a manner that conserves and 
enhances public confidence and trust in the integrity, 
objectivity and impartiality of government. 


If the guidelines are clear, then why hasn’t their 
application lived up to our expectations? 


In part, I believe, it’s because the application of the 
guidelines may have become mired in legalism, rules and 
procedure. Unfortunately, this fate awaits any set of 
guidelines, and the problem can be resolved only if a 
clear and positive ethical standard is heeded at the top. 


Ironically, a second factor is that Canadians have 
broadened their definition of unethical, or at least 
questionable, behaviour. Practices that once were 
considered a normal consequence of being elected — for 
example, rewarding partisan supporters with government 
jobs — are increasingly unacceptable to Canadians. 
Similarly, the appropriateness of awarding contracts or 
project funds to particular localities for “‘political” 
reasons (referred to as “‘pork barrelling”) is coming 
under greater scrutiny. 


Practices that once were 
considered a normal 
consequence of being elected 
— for example, rewarding 


partisan supporters with 
government jobs — are 
increasingly unacceptable 
to Canadians. 


Why have these changes occurred, and what are their 
implications? In part, they represent the extension of 
fundamental tenets in the evolution of democracy — that 
is, allocation of funds in accordance with legislative 
authority, objective assessment of proposals for public 
expenditure and impartiality in decision making — to 
almost all aspects of government. 


The original objective of these tenets was to eliminate 
unfettered decision making by officials, both elected and 
non-elected, and they continue to be used with varying 
success to define and regulate the exercise of discretion 
by officials. 


In the early part of this century, the adoption of these 
tenets by the Canadian government led to the creation of 
a commission to supervise the appointment of 
individuals to the public service of Canada. The goal was 
to eliminate nepotism and favouritism in government 
jobs and to try to ensure that only qualified persons were 
appointed. 


A second major extension of these precepts was to 
government procurement, and to economic development 
and benefit programs. Governments established contracting 
regulations and tendering rules requiring that bids be 
obtained and contracts awarded according to criteria of cost 
and effectiveness rather than by partisan influence. 
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Similarly, eligibility criteria were established for evaluating 
proposals for project funding. 


Recently, the same principles have been extended to 
matters previously considered to be bastions of 
“patronage”, such as advertising contracts; and a major 
extension to other areas, such as government 
appointments to quasi-judicial bodies, is being 
considered. 


The attempt to extend the principles of impartiality, 
objectivity and rule of law to procurement and project 
funding has not been wholly successful. Governments 
have been reluctant to lose partisan control over the 
distribution of such funds. Not unexpectedly, they have 
been criticized when they use “political” criteria to 
allocate funds rather than adhering to impartial 
procedures or even legislative authority. 


Unfortunately, sometimes governments try to put a 
so-called “spin” on the announcement of these political 
decisions to make it appear that they have acted 
impartially and objectively. For the most part, these 
efforts have been unsuccessful. 


The attempt to veil political decisions can have severe 
consequences for the morale and ethics of public 
servants — as they are called upon, or feel called upon, 
to twist rules and analyses to protect their ministers. 
Public servants who have qualms about such action feel 
that if they do not co-operate, their careers will be 
damaged or their masters will simply find someone who 
will do what they want. 


Is there a solution to the apparent clash between political 
judgment and the tenets of impartiality, objectivity and 
tule of law? 


To begin, governments must realize that they can act only 
in accordance with the legislative authority that 
Parliament has granted them. I sometimes find it 
necessary in my annual Reports to Parliament to cite 
instances where governments have not acted in 
accordance with legislative authority — where 
interpretations of statutes and regulations have been 
stretched beyond what a reasonable person would 
consider acceptable. If the fundamentals are not 
observed, then it is difficult to imagine how an ethical 
standard can be maintained in areas where there is more 
discretion. 


As a general rule, government decisions about spending 
should be made impartially and objectively. Canadians 
have a right to expect that only the best proposals and 
projects will be funded. 


However, we cannot expect, nor do IJ think it would be 
desirable, to eliminate political judgment from every 
spending decision. Governments are elected to 
implement policies, and sometimes that implementation 
may mean that the most cost-effective projects are not 
selected. 


I believe that Canadians are politically mature enough to 
understand this reality, and that political decisions need 
not be cloaked in the guise that they were made in 
accordance with the principles of impartiality and 
objectivity. 


What I am recommending is that when political 
judgment is used to make decisions, the basis for such 
decisions should be made clear from the beginning. 


In my view, if the rationale for decisions is clearly 
explained and disclosed, then public trust in government 
will significantly increase and the morale and ethics of 
the public service will be enhanced. Otherwise, the faith 
of Canadians in parliamentary democracy will continue 
to be eroded. 


If the rationale for decisions is 
clearly explained and 
disclosed, then public trust in 
government will aan icaney 


increase and 

the morale and ethics of 
the public service will be 
enhanced. 


Accountability 


Another important element for Canadians’ continued 
confidence in their government and its administration is 
accountability. 


Something that struck me when I arrived in Ottawa was 
the way people in the public service seemed to talk about 
accountability a great deal, whereas people in the private 
sector rarely used the term, although they practised it 
quite naturally. It seemed to me then that 
“accountability” meant different things to different 
people and that true accountability in the public sector 
was like an “unreachable star”. 


Now, three years later, I still think so. I think that the 
concept of accountability could be described through a 
model that includes several elements. They are different 
but related, and each has its own importance. 


e@ First, delegation: one party, a delegator, assigns a 
responsibility to another, a delegate. 


@ Next, the delegator and the delegate agree on the 
specific results to be achieved and how they will be 
measured; this could be called a performance 
contract. 


@ The delegator gives to the delegate the necessary 
authority to carry out the assigned responsibilities 
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and achieve the specified results; this is called 
empowerment. 


@ The delegate reports periodically on the results 
achieved and shows that he or she is carrying out the 
assigned responsibilities in an appropriate manner; 
this is reporting or accounting for results. 


e@ And finally, after receiving assurance, through an 
objective and independent evaluation, that the results 
presented are accurate, the delegator approves or 
sanctions the results. 


If all of these elements are present (and I stress, all of 
them), then we can really talk about accountability. I 
would argue that it is this total set of conditions and 
processes that defines the accountability framework. 


Accountability also implies a specific, very strict 
procedure. Empowerment is not just a random process. 
The delegator must give the delegate the authority, 
resources and control needed to achieve the results they 
have agreed on. Without those tools, the delegate cannot 
be held accountable. Similarly, the delegate must 
demonstrate that those resources and that authority have 
been used properly and must give an accounting of the 
results. 


The delegator must give the 
delegate the authority, 
resources and control needed 
to achieve the results they 


have agreed on. Without those 
tools, the delegate cannot be 
held accountable. 


The Delegation Process 


The starting point is the delegation process. In our 
political system, Parliament is sovereign: It delegates 
responsibilities to ministers and approves the resources 
they can use. Ministers are, in turn, accountable to 
Parliament for their own actions and, under the concept 
of ministerial responsibility, for the actions of their 
public servants. Parliamentary control and ministerial 
responsibility are two fundamental principles of our 
political system. 


However, legislation passed by Parliament is fairly 
general and usually doesn’t stipulate precisely what 
objectives are to be achieved. Ministers and public 
servants must then clarify these objectives and inform 
Parliament of them. 


A number of examples illustrate that responsibilities are 
not always well, or indeed easily, defined: 


@ In 1990 we reported that, in the federal government, 


24 departments had environmental responsibilities 
related to more than 50 laws. The Department of 
Environment alone had responsibilities involving 36 
laws. In addition, the nature and extent of 
environmental responsibilities delegated to the 
provinces, such as for fish habitat, had not been 
clarified. In an activity whose very nature makes it 
difficult to establish accountability, this ambiguity in 
the division of responsibilities makes the task even 
more difficult. 


@ Our 1991 and 1992 Reports pointed out a conflict of 
some 20 years’ standing between the Department of 
Indian Affairs and Northern Development’s 
accountability to Parliament and its financing 
agreements with the First Nations. In 1989-90, as 
we Stated in our 1991 Report, the Department 
transferred $1.9 billion to Indian bands but could not 
provide information on how the funds were spent. 
Under devolution of powers to the bands, the trend 
is continuing. The question we raised was: Who is 
ultimately responsible for meeting native people’s 
needs in health services, education and housing — 
the Department or the First Nations? The question is 
still valid. 


@ Our 1993 Report pointed out the same kind of 
problem with the Canadian International 
Development Agency. This agency has turned 
increasingly to the private sector and to other 
organizations (including other governments) to carry 
out its projects. Its activities have become widely 
dispersed and complicated, and its accountability to 
Parliament has become blurred. Under these 
conditions, it is no longer certain that the agency can 
meet its primary responsibility: to ease the burden of 
poverty through sustainable development. 


The government increasingly delegates to third parties in 
areas such as international development, First Nations 
issues and employment training, to name just a few. 
There is nothing wrong with that. But, I am concerned 
that parliamentary control and ministerial responsibility 
may be eroded if we are not vigilant. If delegation to 
third parties is to work, it is important to define, as 
clearly as possible, the relative responsibilities of 
ministers, public servants and the third parties. If we do 
not, we will have trouble agreeing on what results each 
should achieve and how each will account for them. I 
believe this has not yet been done adequately. 


If delegation to third parties is 
to work, it is important to 
define, as clearly as possible, 


the relative responsibilities of 
ministers, public servants and 
the third parties. 
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Results and How They Are Measured 
(Performance Contract) 


I also take a great interest in the question of results and 
how they are measured. In fact, we have just created a 
group in my Office with the specific mandate to examine 
this aspect of accountability. 


I believe we can take it as a given that the question of 
results is much more complex in the public sector than in 
the private sector. However, I refuse to believe that, even 
in the private sector, results come down to nothing more 
than profit and loss. One need only look at the efforts 
that private firms make to produce products of quality 
and to satisfy their customers. We can also look at the 
work carried out by serious investment analysts before 
recommending a stock to investors to realize it is not 
only the last quarter’s results that count. 


In the public sector, there are two levels of results. 


On one level are the operations or outputs that must be 
measured to ensure that resources are used efficiently. 


On the second level — broader and more complex — are 
the outcomes of government policies and programs. 

This is the level that particularly interests the government 
and members of Parliament. 


Cost is an important factor in the performance of 
programs and activities. It is essential to know not only 
the nature, quality and quantity of goods and services but 
also their true cost, both current and future. 


Our experience indicates that, although there has been some 
progress, by and large Parliament does not have good 
information on the cost of activities and programs. 


Also, unfortunately, Canadian federal government 
departments seem to concentrate more on the first level 
of results, the activities, than on the second level, the 
outcomes of their programs. Ever since becoming 
Auditor General, I have raised questions about certain 
government programs. In my 1993 Report, for example, 
I posed the following questions about old age pensions 
and related fiscal measures: 


@ Do these programs still meet the identified needs? 


Do fiscal measures such as retirement savings plans 
and government pension plans operate in a 
cost-effective, complementary fashion? 


@ Do these programs significantly and cost-effectively 
increase elderly people’s access to a suitable 
standard of living? 


In my opinion, similar questions could be asked about 
most government programs, and the answers would not 
be readily forthcoming. Yet harsh economic 
circumstances are forcing us to make tough decisions 
about whether to maintain or modify such programs. 


Certainly, knowing the answers to these questions could 
be a great help in making those decisions! 


Unfortunately, our analysis has shown that program 
evaluations are used more to refine the details of existing 
programs than to answer the tough questions about them. 
Where programs involve more than one department, 
such as immigration, native economic development and 
environmental protection, evaluations leave much to be 
desired. In fact, there are no means of evaluating such 
programs. 


Unfortunately, our analysis has 
shown that program 
evaluations are used more to 


refine the details of existing 
programs than to answer the 
tough questions about them. 


It is interesting to note that the United Kingdom and, to 
an even greater extent, New Zealand have made 
considerable effort to differentiate between the 
responsibilities of ministers and those of public servants. 
In both countries, ministers are responsible specifically 
for developing policies and measuring their effects, while 
public servants are responsible for efficiently producing 
specific goods and services, as predetermined by 
contractual agreements. Performance reports are 
published regularly. The actual results are compared 
with the targets, and any differences between the two are 
explained. 


In New Zealand, these performance reports (including 
financial ones) are audited by the equivalent of the 
Auditor General of Canada. This distinction between the 
responsibilities of ministers and those of public servants 
not only clarifies the reporting process and accountability 
but also facilitates the measurement of results. 


Empowerment 


I said earlier that the third element of our accountability 
model was empowerment. For government managers to 
achieve expected results and to be accountable for them, 
they must have the means to achieve them, including 
control of the resources used. 


This is why in most countries there is much discussion in 
the public service about decentralization, delegation of 
authority and empowerment. It was one of the themes in 
the Canadian public service reform initiative known as 
Public Service 2000, which began in 1989. 


Our experience and our studies of public service 
experience in other countries have convinced us that the 
more authority is delegated, the more it is necessary to be 
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clear and precise in determining objectives and expected 
results. And the more it is essential to articulate the 
accountability framework. 


The more authority is 
delegated, the more it is 
necessary to be clear and 


precise in determining 
objectives and expected 
results. 


I believe that delegation of authority is doomed to failure 
if it is not accompanied by a clear determination of the 
accountability framework: that is, the expected results 
and the obligation to give an accounting. They must go 
together: empowerment is not abdication of authority. 


Empowerment also requires providing the managers with 
the information, resources, training and support they 
need to achieve the expected results and to carry out the 
delegated authority effectively. 


Empowerment does not mean there are no controls. We 
believe that the current concept of control must be 
changed. Control is often viewed as an obstacle to doing 
our work efficiently and effectively. However, 
management controls such as internal audits and 
financial reports are tools that can help managers reach 
their objectives. Controls must provide critical insight 
into improvements that can be made in government 
programs and activities. 


Accounting for Results 


The fourth element is accounting for results. To be 
accountable also means to give a periodic account by 
reporting the results that have been achieved in relation 
to the objectives set. Here again, the public service must 
improve. 


Indeed, we need a real change of culture; one where we 
move the public service from an accountability for 
process (that is, emphasis on following rules and 
regulations) to an accountability for results. 


We need to move the public 
service from an accountability 


for process to an 
accountability for results. 


Our study of information to Parliament in the 1992 
Report showed that ministers and departments provided 
Parliament with inadequate, poor-quality information. 
Often, the documents they provided included lists of 


expenses, statistics and details on activities. In our view 
(as stated in that chapter), reports to Parliament should 
also include the vision and mission of the department, its 
strategic plans and an evaluation of program outcomes. 


We believe that documents provided to Parliament by a 
department or agency should answer four questions: 


1. What are its mission and activities? 


2. How is it conducting its activities so that its mission 
is accomplished? 


3. What are its strategic objectives and plans to manage 
the resources allocated to it? 


4. To what extent have these objectives been met, and 
what was the cost? 


The answers to these questions will provide 
parliamentarians with the information they need to judge 
the effectiveness of policies and programs. 


I should mention here that I am somewhat encouraged by 
the reaction to our studies on program evaluation, 
reported in 1993, and by the promise in the 1994 Budget 
to improve and strengthen program evaluation and make 
the results public. 


Approval of Results 


The fifth and final element is approval of results. In the 
private sector, shareholders effectively approve a firm’s 
financial statements and annual report through the annual 
shareholders’ meeting. This is a key step in the 
accountability process. 


Similarly, in the public sector, periodic reporting of 
results is not enough. It is essential that the taxpayers’ 
representatives, parliamentarians, be able to periodically 
scrutinize, discuss, question and eventually approve the 
results and the account given, commenting on the 
resources allocated and the pertinence of the program, 
and deciding to end or continue the program. 


Strengthening accountability is 
the price we must pay so that 
the taxpayer can begin to once 
again trust our public 


institutions and believe that the 
federal government's efforts are 
in the best interests of all 
Canadians. 


This step is critical if parliamentarians are to fulfil their 
function. How can they be expected to make decisions or 
pass judgment on government programs or policies if they 
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don’t have the opportunity to discuss or question the 
results? How can they discuss government programs 
effectively with their constituents if they don’t adequately 
know and understand the programs’ results? 


While it is critical that parliamentarians be able to 
scrutinize and discuss departmental reports and 
evaluations, they also must have enough time to do a 
good job of it. It is generally agreed that doing this 
annually for each department would be impossible. But I 
believe that periodic, cyclical, in-depth studies — for 
example, every three to five years, by the appropriate 
standing committees — would go a long way toward 
strengthening the accountability of both ministers and 
public servants, and would open the door to progressive 
improvements in government programs. 


Accountability Summary 


Let me sum up my thoughts on accountability. As we 
have seen, it is indeed a complex notion. Any discussion 
of it may even sound bureaucratic or academic — which 
is unfortunate, given its crucial importance. Each one of 
the five elements involved must be improved and 
strengthened in the public sector. Only when we find 
solutions to the problems mentioned will accountability 
cease to be fiction (or an unreachable star) and become 
closer to reality. 


The difficulties in defining results and program outcomes 
are indeed a challenge, but they shouldn’t discourage us. 
Strengthening accountability is the price we must pay so 
that the taxpayer can begin to once again trust our public 
institutions and believe that the federal government’s 
efforts are in the best interests of all Canadians. 


Conclusion 


Ethics and accountability are only two of the issues that 
concern me very much. There are many other issues to 
which my staff and I devote our time and energy. 


We continue to examine issues relating to deficits and 
debt and to explore potential recommendations that will 
help parliamentarians and Canadians generally to 
understand the problems and work toward solutions. We 
continue to conduct audits of environmental protection 
and sustainable development issues. Other concerns for 


us are revenue collection and the underground economy, 
aboriginal issues, competitiveness, information 
technology, public service renewal, and the quality of 
information that departments provide to parliamentarians 
— to name just a few. 


I believe that we need to be extremely vigilant and to 
work together with others to protect and enhance our 
national institutions. 


My Office continues to work hard on behalf of Canadian 
taxpayers to ensure that the business of government is 
conducted with economy, efficiency and effectiveness. 


And despite all our difficulties and challenges, I am 
personally optimistic right now. We have a new 
Parliament and many new members of Parliament who 
are enthusiastic about the prospects of improving our 
country’s economic situation. 


It's an appropriate time — for 
both politicians and 
bureaucrats — to streamline, 


to make changes, to innovate, 
to be more transparent in their 
dealings. 


In the last few months, I have met with more than half of 
the new ministers. I was impressed with their openness 
to ideas and their will to deal with waste and 
overspending. I was also impressed with their grasp of 
the important issues. 


This is a critical time in the life of our country. It’s also 
an appropriate time — for both politicians and 
bureaucrats — to streamline, to make changes, to 
innovate, to be more transparent in their dealings. 


You can be sure that my Office and I are prepared to 
work closely with politicians, bureaucrats and 
parliamentary committees — with all those who are 
striving to improve the federal administration in Canada. 


As we Say in our Office vision statement: ‘*We are 
committed to making a difference for the Canadian 
people by promoting, in all our work for Parliament, 
answerable, honest and productive government” — and 
we mean it.¥ 


Opinions 8 


Financing Government 
Equity, Ethics and Enforcement in 


the Tax System 


by D. Larry Meyers and Jamie Hood 


Introduction 


Picture yourself in a duty-free shop on your way home 
from a Caribbean vacation. You select your legal limit 
of two bottles of liquor. But the price is so good that 
you want to buy more and smuggle it back into Canada. 
You realize that you should obey the laws, including the 
tax laws, because taxes are the way governments pay for 
the services you and your fellow citizens enjoy. On the 
other hand, you don’t remember the last time the 
government did anything for you, and everyone says 
that governments just waste our money anyway. 


You might think about how high the taxes seem to be in 
Canada and how unfair that is. You could also 
rationalize that lots of other people are avoiding taxes by 
smuggling, so it’s only fair if you do too. Besides, 
avoiding taxes isn’t really unethical. You know you 
wouldn’t put the two bottles under your coat and walk 
out without paying, but smuggling them across the 
border without paying the tax is different. Finally, you 
consider the chances of getting caught. It would be 
really embarrassing if you were, and reluctantly you 
decide not to buy the extra bottles. 


When you get to the border, the customs officer asks for 
your name and waves you through. So much for 
enforcement — you could have smuggled a whole case 
into the country without being caught! 


This simple example highlights the theme of this 
article. Today, governments are struggling to balance 
their citizens’ expectations for programs and services 
with an increasing unwillingness to pay taxes. This 
unwillingness is based on a perception that 
governments are ineffective in meeting the needs of 
the community as a whole. If people believe that 
governments are wasting their hard-earned tax dollars, 
then there is a natural reluctance to pay taxes to 
support those governments. The unwillingness to pay 
taxes also stems from a perception that the tax system 
is unfair and not enforced. 


Today, governments are 
struggling to balance their 
citizens’ expectations for 


programs and services with 
an increasing unwillingness 
to pay taxes. 


The tax system is part of the social contract between 
governments and their citizens, and this contract seems 
to be breaking down. As a result, citizens are “opting 
out” of paying some of their taxes while, at the same 
time, continuing to use all of the government services 
that are provided to them. 


In order to get citizens to opt back in, it is essential to have 
a healthy social contract. In the area of taxation, this 
means ensuring equity and fairness in the system. With a 
healthy contract in place, governments and citizens can 
work to increase the social motivation to pay taxes. 
Finally, governments can ensure that innovative 
enforcement strategies are used to encourage compliance 
and deter those who would evade paying their fair share. 
As auditors, we believe that the most effective 
enforcement strategies are based on a healthy social 
contract supported by a social motivation to comply. 


Equity and the Social Contract 


It has often been said that there is never a good way to 
raise tax revenue; there are only ways that are better 
than others. In essence, people don’t want to pay taxes. 
At the same time, most people realize that if they want 
services from government, then these services must be 
funded. 


Governments generally have only two long-term ways 
to fund their activities — user fees from those who 
receive the services and taxes from all the citizens 
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within their jurisdiction. Borrowing is possible in the 
short term, but the capacity to borrow depends on the 
capacity to tax, so it is not a long-term solution. Where 
user fees are impractical or illogical, such as in the case 
of policing or welfare payments, governments have little 
choice but to turn to taxation. 


Canada has chosen a self-assessing tax system based on 
voluntary compliance for collecting income taxes. This 
means that Canadians are expected to understand the tax 
laws and comply with them. Tax returns are completed 
by taxpayers or their tax advisors, not by government 
tax collectors. Tax collectors are primarily there to 
assist taxpayers in understanding how to meet their tax 
obligations. The system is backed up by enforcement 
strategies to encourage compliance and to penalize those 
who don’t comply. 


The integrity of the system depends, in large part, on the 
honesty and goodwill of taxpayers — both part of the 
social contract between the government and its citizens. 


The integrity of the system 


depends on the honesty and 
goodwill of taxpayers. 


As with any contract, both parties to the social contract 
have obligations. Citizens are expected to comply with 
the laws of the land, including the taxation laws. In our 
view, this compliance involves the spirit and intent of 
the laws as well as their exact wording. On the other 
side, Canadians have a right to expect that the power 
they voluntarily give to those who govern will be used 
only in the public interest. They also have a right to 
expect that governments will deliver, and be seen to 
deliver, valuable services. 


Unjustified government spending, mismanagement, high 
and exceedingly complex taxation, loopholes and 
subsidies all clearly undermine the social contract. If 
governments fail to fulfil their duties and obligations, 
the citizens will express their dissatisfaction. We need 
only think of the American revolution to realize the 
extremes to which this can go. 


Governments, therefore, need to be vigilant if they are to 
maintain a healthy social contract with their citizens. It 
is not the purpose of this article to debate whether the 
social contract is breaking down, although, like others, 
we have observed an increasing tendency for Canadians 
to openly criticize government and to talk about the 
possibility of a tax revolt. Rather, we want to stress the 
view that a healthy social contract is the foundation 
needed to effectively collect the tax revenues required to 
finance government expenditures. 


Fairness in the Tax System 


One of the most important factors affecting compliance 
with the taxing statutes is the perception that the tax 


system is fair. We need to stress the idea of perception 
here, because it is quite possible that a tax system is 
indeed fair by an objective standard, and yet is 
considered unfair for some reason. For example, 
allowing a deduction for reasonable business promotion 
expenses may be fair, but people who see it as simply a 
way for rich business people to entertain their friends at 
taxpayers’ expense will be less hesitant to cheat when 
they are given an opportunity. 


Sometimes, it is important to recognize that even though 
a particular provision doesn’t bring in much tax revenue 
by itself, its existence goes a long way in supporting the 
perception of fairness and may thus prevent a lot of 
leakage of tax revenue. Governments also have to 
recognize how fragile this perception of fairness is and 
that ten moves in the right direction can be seriously 
damaged by one move in the wrong direction. 


Governments also have to 
recognize how fragile this 
perception of fairness is and 


that ten moves in the right 
direction can be seriously 
damaged by one move in the 
wrong direction. 


Conventional wisdom says that a fair tax system should 
be efficient (or neutral), equitable and simple. 


@ Anefficient tax system is one that is neutral with 
respect to economic choices; that is, investment 
decisions are based on the economic merits of the 
alternatives, not on how they will be taxed. 


@ An equitable tax system is one where taxpayers 
with equal ability to pay are taxed equally and 
taxpayers with unequal ability to pay are taxed 
unequally. 


@ A simple tax system is one that minimizes both the 
administrative costs faced by the government and 
the compliance costs incurred by the private sector. 
In short, taxpayers are not likely to comply with tax 
laws that they do not understand. 


A fair tax system has a reasonable chance of being 
complied with, assuming that the other factors we 
discuss in this article are in place. We must point out 
that this compliance includes the right of taxpayers to 
arrange their affairs so as to attract the least amount of 
tax. This is tax avoidance and is a legal activity. 


However, compliance problems are likely to occur when 
ordinary taxpayers see complex schemes used by certain 
taxpayers to avoid tax. This only reinforces the 
perception that many are successfully avoiding paying 
their fair share of taxes and that the system benefits the 
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rich more than the average taxpayer. Current tax 
literature is replete with such schemes, and taxpayers 
with the resources to pay for expensive advice are 
benefiting from them. Knowledge about this situation 
increases the desire of other taxpayers to avoid taxes 
themselves and enables them to feel justified in doing so. 


The responsibility for dealing with this perception does 
not rest in government’s hands alone. Tax advisors and 
those who employ them have to realize their social 
obligations and work within the intent of the law. 
Otherwise, perceptions of fairness and equity will be 
harmed. In our view, the right to arrange your affairs so 
as to pay the minimum amount of tax does not extend to 
a legalized plunder of the tax system. 


In some cases, however, this legal avoidance of tax is 
tantamount to evasion, an illegal activity. Twelve years 
ago, the London Institute of Economic Affairs coined 
the term “avoision” to describe this type of activity. The 
danger for all of us is that this is a slippery slope, and 
once tax avoidance and tax evasion are built into a 
pattern of activity, it can be hard to remove them. 


A 1990 survey carried out by the Internal Revenue 
Service in the United States indicated that there was a 
trend for American taxpayers to believe that the tax 
system was becoming less fair and that it benefited the 
rich at the expense of the ordinary wage earner. Such a 
finding should cause deep concern for governments 
because, if ignored, it will ultimately lead to the 
disintegration of our current taxation system. 


Fairness Beyond the Tax System 


While a fair tax system is a good starting point, it does 
not, by itself, ensure taxpayers will pay their taxes. 
Many surveys and experimental studies have found that 
compliance with the tax laws is related to taxpayers’ 
perceptions of whether they are getting value for their 
taxes. This can be related to the specific services they 
receive or to the overall level of government activity. In 
other cases, it can be related to a belief by taxpayers that 
they will never benefit from a particular government 
program for which they are supposedly paying a direct 
premium. In this case, the premium just becomes 
another form of taxation for which the taxpayer 
perceives little or no value. 


Compliance with the tax laws 
is related to taxpayers’ 


perceptions of whether they are 
getting value for their taxes. 


In general, when taxpayers do not believe they are 
getting value for their taxes, they will resent paying 


them and some will look for ways to avoid them 
altogether. It behooves government, therefore, to 
provide value for money in order to maximize 
compliance with the tax laws. 


Cheating On Your Taxes Is a Crime 


In recent years, there appears to be an increasing trend 
for people to ignore laws they disagree with. There are 
many reasons for these changing ethics that go well 
beyond the scope of this article. In the area of taxation, 
the most obvious manifestation of this is a perceived 
growth in the underground economy. A recent report by 
the Standing Committee on Finance and Economic 
Affairs of the Legislative Assembly of Ontario 
commented on the underground economy. There was a 
consensus that “activity had increased significantly in 
recent years and continued to grow as a percentage of 
gross domestic product.” 


A growth in the underground economy often results in 
reduced tax revenue for governments. If the trend 
cannot be reversed, governments will either have to find 
ways to make up the revenue or reduce expenditures. 
Neither of these alternatives is desirable. 


One way to reverse the trend is to reinforce the 
importance and desirability of voluntary compliance. 
This is probably the most efficient and least intrusive 
way of collecting taxes. But in order for the system to 
be effective, taxpayers must willingly comply with it. In 
other words, they must support their social contract with 
the government. 


We have already discussed the issue of fairness in the 
system. Another way to meet this challenge is to create 
a social motivation for complying with the taxing 
statutes. This approach has been used with success in 
Canada to reduce the number of people who drink 
alcohol and then drive a vehicle. After a prolonged 
campaign, most Canadians now consider it socially 
irresponsible to drink and drive. 


It has been shown that compliance is influenced by fear 
of legal and social sanctions and by moral commitment to 
legal behaviour. Therefore, if taxpayers are convinced 
that it is socially unacceptable to evade taxes, then the 
level of compliance is likely to increase, particularly if 
the campaign is coupled with other measures affecting 
compliance, such as improving fairness. 


If taxpayers are convinced that 
it is socially unacceptable to 


evade taxes, then the level of 
compliance is likely to 
increase. 
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But taxpayers need to be convinced. A 1990 survey of 
Canadian taxpayers showed that, with the exception of 
smuggling, tax evasion was viewed as being less serious 
than unwarranted receipt of unemployment insurance 
benefits or theft of government supplies and equipment. 
This perception is reinforced by a justice system that 
doesn’t seem, for the most part, able or willing to cope 
with tax evaders. 


This perception is simply not true. Tax evasion is a 
punishable crime. Furthermore, tax evasion is not a 
victimless crime. It hurts all those who benefit from 
publicly funded programs such as health care and 
education, because those programs are linked to the 
taxes needed to pay for them. Indirectly, tax evasion 
hurts all honest taxpayers whose rising tax rates reflect 
attempts by government to recover revenue shortfalls. 


We believe a campaign designed to convince people that it 
is socially unacceptable to evade the tax laws would pay 
big dividends. There are some powerful arguments to 
support such a campaign. First, taxpayers who report their 
income truthfully and pay their taxes have a right to expect 
that everyone else does the same. They have a right to 
expect that those who do not pay their fair share will be 
detected and dealt with accordingly. Nobody wants to pay 
someone else’s taxes. Non-compliance gives the dishonest 
an unfair advantage over honest taxpayers. 


Second, people need to realize that stealing from the 
government is really stealing from themselves. 
Government does not have an endless supply of money. 
Those who do or must comply with the tax laws end up 
with higher tax rates to make up the difference for those 
who don’t comply. This includes all those who have 
taxes deducted from wages by an employer and 
therefore have little choice about complying with the tax 
laws on at least that portion of their income. 


Those who comply with the 
tax laws end up with higher 


tax rates to make up the 
difference for those who 
don’t comply. 


An example demonstrates this. Suppose I hire a 
tradesman to do some repairs on my home. I am a 
salaried employee and have my taxes deducted at source 
with little additional income. The tradesman offers me a 
cash price for the work that is lower than his competitor’s 
invoiced price, so I accept it. One day, I overhear the 
tradesman talking to his assistant about his recent surgery. 
He also brags to the assistant that he can’t remember the 
last time he filed an income tax return and is certain 
Revenue Canada will never find out, mainly because he 
only deals in cash. He feels justified because the tax rates 
are too high and the government only wastes the money 


anyway. At that point, I realize my cash price isn’t so 
cheap after all. This man has benefited from Canada’s 
health care system, without paying his fair share in taxes 
that support that system. He has probably benefited in 
many other ways as well, such as the education of his 
children. I’m the one stuck paying the bill for him 
through my higher taxes. 


We believe honest taxpayers would be more offended by 
tax evasion if they realized the effect it is having on their 
tax rates. Once informed, these people would likely 
consider tax evasion to be the serious crime that it is and 
would support a campaign to reduce it. 


Encouraging Compliance through 
Enforcement 


The Canadian government finds itself faced with 
increasing public demands for services at a time when 
many will argue that we have reached the saturation 
point for taxes. This presents tremendous challenges to 
the government, and to its tax collector, to maintain the 
integrity of the system and to ensure that the necessary 
revenues are collected. Even in ideal circumstances, 
compliance with tax laws is never assured. 


We have already discussed the necessity of having a 
healthy social contract as a foundation for collecting the 
taxes needed to finance government expenditures. We 
have also discussed the need for a campaign to 
counteract unethical behaviour. A third way to improve 
the level of compliance is through innovative 
enforcement strategies. These cannot be deployed in 
isolation. Canada’s recent experience with high tobacco 
taxes suggests that enforcement is not enough if people 
don’t believe the system is fair or if no real stigma is 
attached to cheating. 


Based on our experience and audit work, governments 
need to have an innovative and comprehensive strategy 
for enforcement founded on a clear understanding of the 
environment they are facing and the goals they want to 
achieve. Possible parts of such a strategy include the 
following: 


@ Make it as simple as possible for taxpayers to 
comply by using easy-to-read forms and guides and 
by providing a good taxpayer information service. 


@ Ensure that all information reported by third parties 
uses a taxpayer identifier number, such as the social 
insurance number, to permit reliable matching. As 
well, ensure that there are effective penalties for 
non-compliance with third-party reporting, such as 
subjecting interest and dividend income to 
withholding tax when no social insurance number is 
provided. 


@ Facilitate the filing of information electronically by 
taxpayers and third parties to increase efficiency 
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and the speed with which refunds and assessments 
can be processed. As well, this will increase the 
ability to match information supplied by the 
taxpayer with that supplied by third parties. 


@ Expand requirements for third parties to report 
tax-related information to the government to aid in 
the detection of unreported income. 


@ Develop sophisticated screening tools that will 
highlight returns that do not comply with the tax 
laws. This is particularly important in 
environments where taxpayers can file their returns 
electronically without receipts. 


@ Conduct compliance research in order to adjust 
enforcement strategies to changing taxpayer 
attitudes and the internationalization of taxpayer 
operations. 


@ Increase the level of audit coverage to reduce the 
opportunity for people to successfully play the “tax 
lottery game”. 


@ Publicize the names of those who are caught 
cheating to develop a social stigma and ensure, to 
the extent possible, that their punishments are harsh 
enough to act as a deterrent to others. 


There are many tools that can help the government 
design and implement effective enforcement strategies. 
In our view, one of the key ones is the tax gap. This is a 
measure of the difference between the taxes that would 
be collected if every taxpayer complied fully with the 
tax laws and the taxes that are actually collected. The 
tax gap helps the tax collector observe trends over time 
and take corrective action against identified problems on 
a timely basis. The tax gap also helps the tax collector 
measure its success in improving compliance, the 
ultimate objective of all its activities. 


There are essentially two ways to measure the tax gap. 
The first uses macroeconomic and social analyses to 
estimate the taxes that would be collected with full 
compliance. The estimate would then be compared with 
taxes actually collected. This method is intellectually 
appealing, but detecting where the non-compliance is 
occurring could be difficult. The second method 
requires the tax collector to carry out some of its 
enforcement activities on a statistically valid random 
basis so the results can be projected to the entire 
population. This method has the advantage of using 
existing techniques and real taxpayers, but it will tend to 
understate the tax gap for any non-compliance that 
enforcement procedures don’t identify. 


Enforcement undoubtedly has a deterrent effect and 
helps to keep taxpayers honest. We also believe it can 
have a tremendous impact on reinforcing the fairness of 
the tax system by effectively dealing with loopholes that 
erode the tax base. When ordinary taxpayers see that 
complex avoidance schemes are being stopped by good 


enforcement, they should be less likely to want to avoid 
paying their fair share. 


When ordinary taxpayers see 
that complex avoidance 
schemes are being stopped by 


good enforcement, they should 
be less likely to want to avoid 
paying their fair share. 


Concluding Thoughts 


Jean-Baptiste Colbert was Finance Minister for France’s 
Louis XIV in the late 1600s. He observed: “The art of 
taxation consists in so plucking the goose as to obtain 
the largest amount of feathers with the least amount of 
hissing.” It would appear that, in the area of taxation at 
least, not much has changed since then. 


“The art of taxation consists in 
so plucking the goose as to 
obtain the largest amount of 


feathers with the least amount 
of hissing.” 


People will never willingly part with their money to 
finance government activities. But, as long as we need 
governments, we will need taxation, and it is important 
that governments and citizens alike see the link between 
services and taxation. 


We believe three things are essential if compliance with 
the tax laws is to be achieved economically and 
efficiently: 


@ a healthy social contract between a government and 
its citizens, based on a belief that the taxation 
system is fair and that the government will spend 
the money it collects wisely and in the public 
interest; 


@ astrong social motivation to comply with the 
taxation system that will help counteract unethical 
behaviour; and 


@ intelligent and innovative enforcement strategies 
that will encourage compliance and deter evasion. 


Governments and citizens both have crucial roles to play 
in meeting these challenges. What is needed is the 
willingness to face the challenges and work toward 
successful outcomes. * 
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Meet the 
Public 
Accounts 
Committee 


by Antonine Campbell 


More than a year has flown by since 
the start of Canada’s 35th 
Parliament. We thought it would be 
appropriate to seize this opportunity 
to introduce you to the members of 
the Standing Committee on Public 
Accounts (PAC) and to provide you 
with an overview of its first year of 
business. 


Following the October 1993 
election, Parliament’s character and 
makeup changed significantly. Of 
the 295 members, 210 are new, 
including the 3 members elected on 
13 February 1995. Members of 
Parliament (MPs) elected for the 
first time to the House of Commons 
have had a busy time learning about 
House procedures and standing 
committee work. The Office of the 
Auditor General (OAG) has also 
been acquainting itself with the new 
standing committees and adjusting 
to the new government. 


The current government has 
conducted many policy and program 
reviews. These reviews have 
highlighted governments’ and 
parliamentarians’ need for improved 
information on programs. Through 
our independent audits, the OAG 
provides objective information, 
advice and assurance to Parliament. 
Our mission is to promote 
accountability and best practices in 
government and to assist 
parliamentarians in obtaining better 


information from departments and 
agencies. The reports of the Auditor 
General are permanently and 
automatically referred to the PAC 
once they have been tabled in the 
House. The Committee plays a key 
role in furthering accountability 
through its hearings and reports to 
the House. 


The past year has been a highly 
productive time and one of many 
“firsts” for our Office and for the 
PAC. For example, the OAG 
delivered a series of transition 
documents to this and other standing 
committees of the House, the Auditor 
General Act was amended to allow 
for three additional reports per year, 
and two annual Reports were tabled 
within a 10-month period. 


The New PAC 


A brand new and larger Public 
Accounts Committee, with no 
previous PAC experience, was 
organized on 10 February 1994. 
The 12-member Committee reflects 
a considerable breadth of 
professional experience and a wide 
range of constituent interests. The 
brief biographies in this article are 
testimony to this variety. Several 
members have experience in 
business, community boards or 
municipal politics. 


In accordance with past practice, the 
Committee is chaired by a member 
of the Official Opposition. 

Richard Bélisle, MP, the Committee 
Chair, is a member of the Bloc 
Québecois. The current Vice-Chair 
— Alex Shepherd, MP — is Liberal. 
The Chair and Vice-Chair, along with 
John Williams, MP, of the Reform 
Party, form the PAC’s subcommittee 
on agenda and procedure. 


Significant turnover in membership 
on the Committee has occurred 
since March 1994. At various times 
during the year, 10 new members 
were named to replace the original 


members who moved to other 
standing committees. Even though 
continuity in membership has been 
difficult to sustain, the Committee 
has managed to maintain a high 
level of productivity. 


Also, just prior to tabling the 1993 
Report in January 1994, 

Bernard Fournier replaced 
Clairette Bourque as Committee 
Clerk. Richard Domingue, one of 
the two Library of Parliament 
researchers assigned to the PAC, 
transferred to the Standing 
Committee on Finance. 

Brian O’Neal joined 

Michelle Salvail, who has been a 
researcher with the Committee since 
mid-1991. Thus two of the three 
Committee staff were new to the 
PAC at the start of the new 
Parliament. 


The Year in Review 


The PAC faced major challenges as 
soon as it was organized. In its 
relatively short history, the 
Committee has willingly tackled 
tough issues head-on. It handled two 
annual Reports from our Office, plus 
the receipt of the full set of transition 
documents during its first year. The 
Committee covered a large 
percentage of the Auditor General’s 
suggested priorities in the 1993 
Report, the passage of Bill C-207 to 
amend the Auditor General Act, and 
a review of the OAG estimates. 


Complex subjects were dealt with: 
information for Parliament on 
deficits and debt, the 
government-wide study on program 
evaluation, accountability in the 
Canadian International Development 
Agency, authority and financial 
management in the Northern Cod 
Adjustment and Recovery Program 
(NCARP), the resource allowance 
deduction, pension programs and 
Industry Canada’s unrecorded 
liabilities. Action and commitments 
made by the departments who were 
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called as witnesses have been very 
encouraging. 


The Committee has delivered strong 
reports to Parliament on debt and 
deficit reporting, program evaluation, 
and the authority and comptrollership 
issue related to NCARP. Its most 
recent report deals with the risk 
management issues related to the 
resource allowance observation. The 
Committee has worked hard to 
achieve consensus when drafting 
reports to the House. 


Although the House has been 
fractious at times, the Committee has 
generally stayed above the partisan 
fray. The tone set by the Chair and 
the sense of humour displayed by 
Committee members have helped to 
keep meetings cordial and 
productive. Members have attended 
hearings regularly and made every 
effort to keep abreast of the topics 
and to obtain clear explanations and 
commitments from officials. The 
Committee demonstrates a high level 
of interest in its mandate and plays a 
vital role in providing an extra 
impetus for improvements to be 
made on a timely basis. 


Some Reflections by 
Committee Members 


Richard Bélisle, MP, shared his 
view of the future role of the PAC 
with us. “In future, to help increase 
the effective use of taxpayers’ 
money, the Public Accounts 
Committee should focus on 
educating elected officials and the 
general public. To achieve this, the 
information communicated on the 
debt and the deficit, the evaluation 
of programs and managerial 
accountability should be 
emphasized.” (translation) 


John O’ Reilly, MP, who recently 
left the PAC, indicated that he 
considered it a privilege to have 
served as one of the Vice-Chairs of 
the Committee along with his 


colleague Alex Shepherd, MP. 

Mr. O’Reilly reflected on the 
uniqueness of the PAC, which is the 
only committee of the House 
chaired by a member of the 
Opposition. “The meetings have 
been full of lively debate, with some 
discussions clearly divided along 
party lines. There has also been 
compromise on many issues.” 


Gilbert Fillion, MP, commented: 
“One of my responsibilities as an 
MP and PAC member is to ensure 
that taxpayers’ money is spent 
effectively. I feel it is essential that 
those who manage budgets be 
transparent in their actions and that 
they be required to report to the 
PAC.” (translation) 


Janko Peric, MP, said: “Working 
with my colleagues has proven to 
me that a spirit of co-operation 
exists in Parliament and that we are 
all here to do a very important job 
on behalf of our electors — to make 
sure that their hard-earned money is 
spent wisely.” 


John Williams, MP, said: 

“Working with the Auditor General 
through the PAC is a great method 
by which Parliament can oversee the 
operations of government. The PAC 
is an excellent vehicle to work with 
other parliamentarians to ensure that 
government runs well.” 


A Note of Optimism 


We hope that this final article from 
the Parliamentary Affairs corner has 
provided you with a good overview 
of the past year. We have a strong 
PAC that is working hard to take the 
Auditor General’s Reports one step 
further. The Committee deserves 
recognition for the vital role it plays 
in helping us serve Parliament and 
the Canadian public. 


The Committee’s future looks just as 
promising as its first year. The 
hearing agenda from February to 


mid-May covers 16 topics from the 
1994 Report. Our first additional 
Report, scheduled for tabling in the 
House early in May, will pose yet 
another challenge to the Standing 
Committee on Public Accounts. 


Introducing the PAC 
Members 


The photos and biographies 
accompanying this article represent 
the Committee membership as of 
mid-February 1995. 


Richard Bélisle, MP, 
Bloc Québécois, La Prairie 
Chair 


Richard Bélisle holds master’s 
degrees in Industrial Psychology and 
Business Administration. Before 
being elected to the House of 
Commons in 1993, Mr. Bélisle 
worked as a rehabilitation counsellor 
and as a socio-economic research 
and planning officer for the 
Commission de la santé et de la 
sécurité au travail. 


Mr. Bélisle has been involved at the 
municipal level as a Councillor for 
over 10 years. He has also served as 
a trustee and executive member of 
the Saint Exupéry school board. 


CEO 
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Bonnie Brown, MP, Liberal, 
Oakville-Milton 


Bonnie Brown was a teacher and a 
social worker before her election to 
the House of Commons in 1993. 
She was active in municipal politics 
as a town and a regional Councillor, 
serving on many committees. In 
addition, she has served on and 
chaired numerous boards and 
councils in the parenting, health, 
child abuse and alcohol and drug 
addiction fields. 


Mrs. Brown is one of the newer 
members of the PAC, having been 
named to the Committee in February 
1995. She is also a member of the 
Standing Committee on Canadian 
Heritage. 


CEO 


Marlene Catterall, MP, Liberal, 
Ottawa-West 
Member until February 1995 


Marlene Catterall was first elected 
to the House of Commons in 1988. 
She is Deputy Whip and was 
Parliamentary Secretary to the 
President of the Treasury Board in 
1994. A high school teacher by 
profession, Ms. Catterall has also 
been a columnist and a public policy 
consultant. 


In municipal politics, Ms. Catterall 
served as an Alderman and a 
Councillor, was a member of the 
Regional Executive Committee, 
President of the Association of 
Municipalities of Ontario, and a 
Board Member of the Federation of 
Canadian Municipalities. Her 
community service has been long 
and varied and has included 
appointments to the Board of the 
United Way and the Ontario 
Residential Rental Standards Board. 


CEO 


Gilbert Fillion, MP, 
Bloc Québécois, Chicoutimi 


Gilbert Fillion holds a bachelor’s 
degree in Education and 
Mathematics and taught 
Mathematics at the high school level 
before being elected to the House of 
Commons in October 1993. 


From 1981 to 1993, Mr. Fillion 
served as a Councillor for the town 
of Chicoutimi, where he participated 
in various committees. He also 
served as Vice-President of the 
Regional Health and Social Services 
Council for the Saguenay/ 
Lac-Saint-Jean region and President 
of the ad hoc committee on the 
Bureau d’enquétes criminelles. 


CEO 
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Ivan Grose, MP, Liberal, Oshawa 


Mr. Grose is the owner-manager of a 
small business. He was elected to 
the House of Commons in October 
1993. He worked for 12 years with 
Bell Canada, served 5 years in the 
Royal Canadian Air Force and was a 
salesman for various enterprises 
until starting his own company in 
1964. 


Mr. Grose is deeply involved in the 
community. Among other activities, 
he serves as a Board member of the 
Community Council, a member of 
the Royal Canadian 


Legion and Charter President of its 
Oshawa Branch. He is also Past 
President of the Optimist Club of 
North York. 


CEO 


Ed Harper, MP, Reform, 
Simcoe-Centre 


Mr. Harper is a businessman who 
started his career in Toronto with 
Canadian General Electric 
(1947-57) and later worked with 
Goodyear (1957-70). He was 
president of Harper Tire Limited in 
Barrie from 1970 to 1990 and is 
currently president of Ed Harper 
Investments. He was elected in 
1993 and is well known as the lone 
Ontario Reform Party member. 


Mr. Harper has been active in 
Barrie, Ontario, serving as a 
Director and as Chairman of the 
Royal Victoria Hospital Board. He 
has had a long involvement with the 
Rotary Club of Barrie and was an 
Alderman for that city from 1983 

to 1988. 


CEO 


René Laurin, MP, Bloc Québécois, 
Joliette 


René Laurin holds a specialized 
teaching certificate in addition to 
bachelor’s degrees in Art and 
Business. He worked as an educator 
before becoming Executive 
Director of the Nouvelle-Acadie, 
Joliette and |’ Industrie school 
boards. Elected in 1993, Mr. Laurin 
serves as Deputy Whip and 
Spokesman for the Official 
Opposition on Public Service 
Renewal. 


Mr. Laurin has been involved in his 
community for many years in such 
capacities as President of the 
Corporation de développement 
économique for his region, President 
of the fundraising campaign for the 
Arthritis Society and member of the 
Greater Joliette Chamber of 
Commerce. 


CEO 
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John F. O’Reilly, MP, Liberal, 
Victoria-Haliburton 
Former Vice-Chair 


Mr. O’Reilly is a real estate broker, 
first elected to the House in 1993. 
He has been active in municipal 
politics as a member of the Lindsay 
Town Council and as Chairman of 
the Finance and Personnel 
Committee. During his tenure, he 
successfully reviewed the town’s 
committee structure, reducing the 
number of committees from 23 to 7. 


Mr. O’Reilly is a former member of 
the Ontario Board of Parole. He 
was instrumental in establishing 
Neighbourhood Watch and Crime 
Stoppers in Lindsay. He has 
confessed to a number of hobbies... 
curling, boating, cooking and 
rebuilding antique cars. 


CEO 


Denis Paradis, MP, Liberal, 
Brome-Missisquoi 


Mr. Paradis, who is a partner with 
the firm Paradis and Poulin, was 
elected for the first time to the 
House of Commons in the 

13 February 1995 by-election. He 
obtained his Law degree from the 
University of Ottawa in 1975 and 
was called to the Quebec Bar in 
1976. He obtained his Bachelor of 
Commerce from the University of 
Ottawa in 1970. Before pursuing 
his degree in Law, he studied 
Computer Science and Real Estate 
Valuation at McGill University until 
1973. From 1978 to 1982, he 
developed and taught courses in 
Agricultural Law for the Quebec 
Bar Association. He has also been 
on several committees of the 
Quebec Bar, notably as 
Vice-President of the Association 
from June 1992 until May 1993. 


Mr. Paradis has been active in the 
Liberal Party of Canada since 1976. 


CEO 


Janko Peric¢, MP, Liberal, 
Cambridge 


Mr. Peric graduated with a diploma 
in Arts and Sciences from the 
Technical School of Zagreb, Croatia. 
He emigrated to Canada in 1968 and 
worked as a technician for Lear 
Seating Canada Ltd. in Kitchener for 
25 years prior to his election to the 
House of Commons in 1993. 


Mr. Peric has been very active in 
promoting Croatian arts and culture. 
He is the founder and Past President 
of the Canadian Croatian Artists 
Society. He is a member of the City 
of Cambridge Cultural Task Force, 
the Knights of Columbus and the 
Kiwanis Club of Cambridge. 


CEO 
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Alex Shepherd, MP, Liberal, 
Durham 
Vice-Chair 


Mr. Shepherd qualified as a 
chartered accountant in 1974 and 
obtained his Bachelor of Commerce 
from Carleton University. He was 
elected in 1993 and has 


been active in the Liberal Party 
since 1968. During his career, he 
has set up and managed two 
accounting practices and established 
a 260-acre farming operation, as 
well as a mortgage investment 
company. Since 1985, he has acted 
as a general contractor and 
administrator on several residential 
development projects. He is also 
President of four Canadian 
corporations and one based in the 
United States. 


Mr. Shepherd 1s active in many 
charity and volunteer organizations 
and has received awards from the 
Scugog Chamber of Commerce and 
the Big Brothers of Durham in 
recognition of his community 
service. 


CEO 


Susan Whelan, MP, Liberal, 
Essex- Windsor 


Susan Whelan was called to the Bar 
of the Province of Ontario in 1990. 
She practised business, municipal 
and real estate law in Windsor until 
her election in 1993. In 1988, she 
received her Bachelor of Law from 
the University of Windsor and her 
Juris Doctor from the University of 
Detroit. She has held a variety of 
executive positions in the Liberal 
Party over the past 15 years. 

Ms. Whelan was also a Director of 
the Essex Region Conservation 
Foundation and of the 
Windsor-Essex Alzheimers Society. 


Ms. Whelan was appointed 
Parliamentary Secretary to the 
Minister of National Revenue in 
December 1993. 


CEO 


John Williams, MP, Reform, 
St-Albert 


John Williams is an accountant and 
was the owner-manager of a public 
accounting business prior to his 
election to the House in 1993. He 
has also worked for a number of 
years in the banking and real 
property management sectors. 

Mr. Williams served as Director and 
Treasurer of the Canadian 
Organization of Small Businesses, 
Director of the St-Albert Chamber 
of Commerce, and President of the 
Edmonton Junior Chamber of 
Commerce. 


Mr. Williams is the Reform Critic 
for the Treasury Board. He 
sponsored a private member’s bill 
calling for mandatory periodic 
program evaluations for statutory 
programs. He is also an associate 
member of the Standing Committee 
on Finance and the Standing 
Committee on Government 
Operations. * 


CEO 
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Cross-Border 
Teamwork 
Pays 
Dividends 


by Tom Beaver 


Two signatures are better than one: Canadian Auditor General 
Denis Desautels and U.S. Comptroller General Charles Bowsher 
sign their respective reports on food safety. 


What can two audit offices do when they are interested 
in a similar issue and share acommon concern? They 
can work together to find solutions. This is what 
happened recently between the Office of the Auditor 
General (OAG) of Canada and the General Accounting 
Office (GAO) of the United States. The issue was the 
safety of imported food; the concern was the extent to 
which the federal agencies in Canada and the United 
States share information on unsafe food products from 
other countries. 


Canada and the U.S. Face Similar 
Food Safety Situations 


While most of North America’s food supply is 
domestically produced, an ever-increasing portion of it 
is imported from around the globe. In Canada, 
ensuring that imported food is safe is the responsibility 
of several federal agencies. In the United States, the 
situation is similar. 


Canada and the United States have equivalent food 
safety standards. The two countries recently signed 
international trade agreements calling for further 
harmonization of these standards to eliminate barriers 
to trade and to promote fair competition. The countries 
also have a common approach to controlling imported 
food: Both inspect certain types of foreign food 
processing plants and food shipments arriving from 
other countries. 


Inspection and testing procedures for food imports have 
long been a concern in both Canada and the United 
States. Imported foods are often produced under 
unknown conditions and may pose a high health risk to 
the public. In addition, the growing volume of 
imported foods and the budget constraints faced by the 
agencies responsible for controlling imported foods 
present even greater challenges for the future. 


The Concept of Concurrent Reviews 
Developed 


In 1991, the OAG set out to audit the federal food 
safety program. A literature search in the initial 
planning stage revealed that the General Accounting 
Office had addressed the issue of food import controls 
in several of its reports to Congress. Discussions with 
the GAO staff further revealed a common interest in 
exploring possibilities of collaboration between federal 
agencies on both sides of the border. This common 
interest eventually led to an arrangement between the 
two audit offices to undertake separate but concurrent 
reviews of the exchange of information between the 
federal agencies responsible for food safety in both 
countries. 


An Audit Protocol Was Signed by 
Both Countries 


A protocol signed in August 1993 by Auditor General 
Denis Desautels and Charles Bowsher, Comptroller 
General of the United States, set out terms for an audit 
and reporting process to be followed by both offices. 
The stated objectives of their reviews were: 


@ to ascertain whether the countries are sharing, to 
the extent possible, information on food products 
that were refused entry because they were found in 
violation of health and safety standards; and 


® to determine the potential for improving controls 
over imported food products through collaborative 
certification and inspection programs and through 
the sharing of information on the results of foreign 
food processing plant inspections. 
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Reports were submitted to Parliament and Congress. 


The protocol called for the audit teams from each 
country to work independently, but to meet at key 
points during the reviews to confirm the approach, to 
compare observations and conclusions, and to ensure 
that the reports were consistent in their presentation. 


The OAG team was led by David Roth and included 
Bill Rafuse, Tom Beaver, Liette Dumas-Sluyter and 
Carol McCalla. The GAO team, led by John Harman 
and Bob Robinson, included Ed Zadjura, Karla 
Springer, Keith Oleson, Carol Shulman, Marci Kramer 
and Donya Fernandez. 


Similar Audit Conclusions Were 
Reached 


Similar conclusions were reached by both audit teams: 


e@ ‘The existing arrangements for sharing information 
about food products found in violation of health 
and safety standards were primarily informal and 
seldom nation-wide in scope. 


@ Agreements between Canada and the U.S. were 
not being followed, and information on foreign 
country certification and inspection programs was 
not being shared. 


@ Many of the same foreign food processing plants 
were being inspected by both Canada and the U.S., 
while other foreign plants were not regularly 
inspected by either country. 


Reports Were Issued Simultaneously 


Each audit office produced a report of its findings. The 
Auditor General and Comptroller General met in 
December 1994 to sign the respective reports and 
discuss the results. Although the reports were 
transmitted separately to their respective legislatures, 
each country attached the report of the other. Federal 
food inspection agencies in both countries are currently 
planning and implementing measures to respond to the 
observations raised in the audit reports. 


Several Benefits Emerged from the 
Reviews 


The concurrent review exercise paved the way for 
further collaboration between Canadian and American 
food safety agencies to share observations and 
solutions pertaining to issues of mutual concern on an 
ongoing basis. The reviews also provided an 
opportunity for legislative auditors to explore practices 
and methodologies for possible concurrent reviews in 
other areas. 


In addition to improving food safety, this project 
offered an opportunity to identify potential efficiencies 
and cost savings in inspection and control practices, 
particularly with respect to food imports from other 
countries. 


Working with our colleagues across the border was a 
rewarding and enjoyable experience. The problems 
faced and the audit approaches taken proved to be 
compatible, and both offices benefited from the 
expanded perspective. A similar arrangement between 
the GAO and the OAG to review merchandise trade 
statistics was successfully undertaken in 1993. 


As globalization continues and national governments 
enter new partnership arrangements, audit agencies will 
need to take a more international view of their 
mandate. In this light, other auditors may well want to 
consider the practice of concurrent audit and review 
arrangements with other countries. * 
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Self-Images 

of Audit Offices 

A Workshop at the 
Philippine Commission 
on Audit 


In January 1995, Otto Brodtrick worked on the project 
Streamlining the Bureaucracy with officials of the 
government of the Philippines. While in Manila, the 
Philippine Commission on Audit asked him to conduct a 
one-day workshop on the values and self-images that 
underlie attest and value-for-money auditing. Here is his 
report on the experience. 


I left Ottawa on a bitterly cold day in early January, with 
the temperature hovering around the minus 27°C mark. 
After being in the air for about 20 hours, I stepped off the 
aircraft into what seemed a fiery furnace. It was as many 
degrees above freezing in Manila as it had been below 
freezing in Ottawa. In addition, my mind didn’t want to 
accept that night and day had just been reversed, since I 
was now on the other side of the globe. Surprisingly, 


Excerpts from a Draft of the Reorganization Act 


though, the body adjusts quickly. I arrived Sunday 
afternoon, and on Monday morning I attended my first 
meeting with Philippine officials. The busy pace of daily 
meetings, workshops and working sessions continued 
until I left. 


The workshop was attended by the 120 senior officials of the 
Philippine Commission on Audit, which has a total staff of 
about 15,000. 


The Philippines consist of over 7,000 islands, with a 
population of about 60 million. The civil service is about 
1.2 million people strong; however, one needs to be 
careful when comparing to other countries because this 
number includes teachers, health workers and police 
officers. The project I worked on was located in Manila, 
which has a population of about 10 million people. Asa 
pedestrian in downtown Manila, one gets the impression 
that there must be twice as many cars as people. During 


EXHIBIT 1 


It is the policy of the State to maintain an efficient, effective and properly compensated bureaucracy that forms the 
indispensable backbone of the government's effort to achieve national progress. 


The fundamental functions of government include: 
1. maintenance of peace and order; 
conservation of natural resources; 
reliable systems of lawmaking and law enforcement; 
promotion of social justice; 
appropriate infrastructure; and 
high-quality basic education. 


The role of government shall be to steer and to mobilize 
through the following: 


1. policy setting, monitoring and assessment; 
promotion and advocacy; 
provision of information; 
provision of assistance and incentives; and 
enforcing rules and regulations. 


To the extent possible, the government shall limit its direct provision and production of public goods, and encourage more 


private participation. 


Local governments shall assume more and stronger implementation functions. (Note that this is the principle of “subsidiarity”. 
Expressed in Church terms, it means that the Bishop must never do what the Priest can do.) 


The government shall adopt a typology of government organizations to facilitate the proper grouping of agencies. 
The government shall streamline its systems and procedures to facilitate decentralized decision making. 


The President shall have the authority to adopt a government staffing and compensation policy, a human resource 
development strategy and an upgrading of compensation structures, as well as an incentives and rewards system. 


There shall be no undue separation of employees as a result of the reorganization. 
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rush hour, especially, traffic becomes the dominant 
consideration in any plan to go from one place to another. 


The project Streamlining the Bureaucracy seeks to 
rationalize the functions of the civil service: that is, to 
eliminate duplicate functions, combine similar activities, 
devolve authorities to lower level governments, and 
privatize functions that do not need to be done by 
government itself. The underlying principle is that the role 
of government is to centre more on steering the boat and 
mobilizing the crew, rather than on doing the actual rowing. 
Exhibit 1 gives excerpts from a draft reorganization act that 
is now being debated in the legislature. 


Dr. Avelina De la Rea, a Director of the Philippine Commission on Audit, was the 
superb organizer of the one-day workshop. She is the author of a book entitled 
Comprehensive Audit: Concepts, Standards and Supplementary Reporting Guidelines 


(COA, 1995). 


During my first week in Manila, Dr. Avelina De la Rea, a 
Director of the Philippine Commission on Audit (COA), 
called to see if I could conduct a one-day workshop at the 
Commission. The workshop would be attended by their 
most senior. people, about 120 officials. In total, the 
Commission has.a staff of about 15,000 people. 


Dr. De la Rea had heard me give a series of seminars at 
the Asian Institute of Management some years before. 
She had also visited Ottawa in 1994 and was familiar 
with my work. The Commission was particularly 
interested in hearing about the values that auditors should 
hold as they do their work, and about the sense of 
purpose that should motivate them. They 
were interested in these topics with respect 
to attest and value-for-money audit work. 
Much of the Commission’s work in the 
past had been on transaction audit, and 
even on preaudit of transactions. 


The Philippine Commission on Audit 
already has a published set of values, 
which Dr. De la Rea helped develop. The 
values include integrity, competence, 
credibility and fairness. In addition to 
these “professional” values, the list 
includes loyalty, commitment, patriotism 
and God-centeredness. The list of values 
is included as Exhibit 2. 


We agreed that I would design the 
workshop with a view to making visible to 
COA staff the images that they have in their 
mind both about the State they serve and 
about themselves as the State’s supreme 
audit institution. This would include not 
only how they see the State and themselves 


EXHIBIT 2 


Core Values of the Philippine Commission on Audit 


LOYALTY AND RESPECT FOR AUTHORITY: We pledge to remain steadfast to our sworn duty to uphold COA's ideals out 
of respect for authority and the rule of law. 


INTEGRITY: We commit to being honest, truthful and transparent in all of our dealings with clients and the general public 
with a view to preserving the dignity of the Commission. 


COMMITMENT TO DUTY: We discharge our assigned functions with the utmost degree of responsibility, integrity, loyalty and 
efficiency out of a deep sense of dedication to the institution. 


COMPETENCE: We are committed to the highest standards of professionalism and proficiency in the delivery of quality and 


responsive audit services as guardian of public resources and partner in nation building. 


FAIRNESS AND EQUITY: We work with the highest sense of fairness and openmindedness and make definite judgment or 
conclusion without fear or favour. 


CREDIBILITY: We strive to maintain and enhance the credibility of the Commission through prompt, efficient and 
uncompromising delivery of audit services. 


PATRIOTISM: We recognize that the service rendered by the institution is in response to the needs of the people, and the 
paramount interest of the country shall have primacy over all. 


GOD-CENTEREDNESS: We believe that the authority we exercise as auditors is God-given and that our highest 
accountability is to Him. 
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now, but also how they would like to see both in the future. Having agreement on the major theme of the workshop, I 


Such a design would provoke discussion about the set up a detailed program for the day, with workshop 
differences between their images of the State and of the sessions and discussion periods on “self-images”, plus 
audit Commission, and also about the differences between two presentations. At the beginning of the day, I would 
their views of the present and of the future. This would talk about the progression of techniques in auditing: from 
stimulate further discussion about how to close the gaps and auditing transactions to attest and value-for-money 

create a practical, unified vision that would lead toward auditing. Toward the end of the day, I would talk about 
realizing all the ideals of the Commission. the progression of values and paradigms in auditing: 


EXHIBIT 3 
Images of the State 


The State can be seen — and it may see itself — in a variety of images. These images are in the collective mind of 
government officials and are embedded in the culture of government activities. We might call these images the “mental 
models” or “paradigms” that govern the strategies of government actions. Eleven such images are listed in Exhibit 4. Some 
of them will be more familiar to us than others. 


Discussions in groups 


Task 1: During the group sessions, examine the various images of the State. Then try to pick the one that is closest to the 
society in which we actually live. This may be difficult, because it is unlikely that the society in which we live will fit exactly any 
one of the images that are described here. We will therefore try to construct a composite image, taking elements from the 
ones given, in various proportions. 


Make the composite image visible on the answer page by indicating to what extent each of the 11 images exists in our 
present society. 


If there are elements of our society that are not listed in the 11 images, add them at the bottom of the page. 


Task 2: Asasecond task in the group sessions, indicate on the same answer page the kind of State image that your group 
would prefer to see, again based on the 11 images that are given, plus any elements that the group wants to add. 


Task 3: At the end of the discussion period, a reporter from each group will report back to the plenary session, explaining 
briefly the two composite images constructed by the group — actual and desired — and speaking about additional elements 
the group may have added. 


Answer Page for “Images of the State” 


Question 1: To what extent does the described image exist in our society? 
Question 2: To what extent would we like it to exist? 


Not at all Very much 


| The Regulating State 


The Paternalistic State 
The Negotiating State 
The Competitive State 
The Service State 

The Developmental State 
The Compassionate State 
The Minimalist State 

The Future-oriented State 
The State as Spoils 

The Reorganized State 
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from simply following designed procedures through 
evolving new practices to the learning that goes on in an 
audited entity as the principal result of auditing. 


Developing handouts for the discussion sessions was the 
next step. I needed to design a set of images general 
enough to be discussed in a group of 120 people, 


1. The Regulating State 


The government is seen as a programmer and regulator. It 
generates programs, hierarchies, laws, rules and 
regulations. 


The public service is seen as looking after the neutral and 
impartial implementation of government regulations. 


The citizen is seen as voter and subject, and is expected to 
be loyal to authority and obedient to the rules. 


The visionary concept. Maintaining peace, order and good 
government. 
2. The Paternalistic State 


The government is seen as the sovereign, protector and 
preserver. 


The public service is seen as safeguarding traditional rights 
and values, both moral and professional. 


The citizen is seen as an individual who is protected, 
socialized and guided for the good of the collectivity. 


The visionary concept. Protection, legality, equity and 
moral and professional standards. 

3. The Negotiating State 
The government is seen as a consensus builder. 


The public service is seen as mediating, negotiating and 
reconciling among competing interest groups. 


The citizen is seen as a member of one or more interest 
groups. 


The visionary concept. Compromise, consensus and 
political stability. 

4. The Competitive State 
The government is seen as a corporation. 
The public service is seen as a competitive business. It 
acts to guard the currency, foster prosperity and ensure 
financial integrity. 
The citizen is seen as both a producer and consumer of 
economic activity. 
The visionary concept. Economic efficiency through 
competition. 

5. The Service State 
The government is seen as a service provider. 


The public service is seen as a service station or 
supermarket, offering products and services that citizens 
demand. 


The citizen is seen as a client and customer. 
The visionary concept. Service to the public. 


6. The Developmental State 
The government is seen as a facilitator for society’s 
development. 
The public service is seen as developing, implementing 
and supporting frameworks for maximum self-governing 
and self-reliance. 


Images of the State 


EXHIBIT 4 


The citizen is seen as partner, collaborator and mature 
associate of government. 


The visionary concept. Self-development, participatory 
democracy. 


7. The Compassionate State 


The government is seen as a compassionate equalizer and 
redistributor. 


The public service is seen as evolving and refining 
mechanisms for collecting and redistributing wealth and 
other resources to ensure a uniform standard of living. 
The citizen is seen as a grateful recipient of the state’s 
generosity. 


The visionary concept. Well-being and the distribution of 
well-being. 


8. The Minimalist State 


The government is seen as a barely visible lawmaker and 
protector of citizens’ contracts and assets. 


The public service is seen as maintaining the bare 
minimum of legal frameworks to keep society functioning. 
The citizen is seen as a heterogeneous sovereign, on 
whose behalf government and the public service do their 
work. 


The visionary concept. Individual pursuit of “happiness”, 
self-realization and satisfaction. 


9. The Future-oriented State 
The government is seen as a visionary, defining desirable 
futures for society. 
The public service is seen as being a facilitator, an 
assistant, a vehicle that helps citizens and society move 
toward a desirable future. 
The citizen is seen as an eager and committed partner in 
creating better futures through innovation and change. 


The visionary concept. Defining generational goals and 
moving toward them. 


10. The State as Spoils 
The government is seen as the prize of a political party 
after an election or power struggle. 
The public service is seen as an instrument of controlling 
all resources, energy and funds, and of using or 
confiscating them for the benefit of the government when 
commanded. 
The citizen is seen as producer who is compelled to obey 
government and to work for it as required. 
The visionary concept. “We have triumphed, and we have 
the right to use the prize as we see fit.” 


11. The Reorganized State 
(Description for this State is identical to Exhibit 1) 
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Self-Images of Audit Agencies EXHIBIT 5 


An audit agency can see itself in a variety of images. For example, auditors could see themselves as whistle blowers. This 
means they would point out issues that deviate from some preset standard, such as fraud and corruption. The function is not 
unlike an indicator light on the dashboard of a car: it lights up when something is wrong. It is a useful function, but by itself 
also a rather limited one. 


Auditors could also see themselves as cost cutters. Their aim here would be to identify waste, abuse and inefficiencies, and 
to make recommendations for improvement. In other words, they would focus on making sure that things get done at least 
cost. 


Thirdly, auditors could see themselves as champions of value for money. They would focus on auditing value for money, and they 
would themselves add value by recommending to management actions that would make the organization more successful. This 
would still include drawing attention to deviations. It would also still include pointing out inefficiencies. But beyond that it would mean 
being in partnership with the organization and its management to suggest processes for creating greater value for money. 


This means determining which processes in the audited organization create value now, and which changes should be considered to 
add even more value. How can auditors do that? They can do it on the basis of understanding and knowledge they gain during the 
course of auditing. Frequently, value-for-money auditors have a better understanding of organizational processes and practices after 
an audit than management itself. This creates an obligation to make the understanding available to management. 


The ultimate result of an audit should therefore be not the audit report, but the learning and improvement that goes on in the 
audited organization as a result of the auditors’ work. This implies that auditors should be not only good analysts, but also 
good catalysts. 


Discussion in groups 


A number of self-images for auditors are listed below. These images are the mental models or paradigms that govern the 
strategies of an audit agency when it does its work. 


Task 1: During the group session, examine the various “Self-Images for Auditors”. Then try to pick the one that is closest to 
the one actually practised in the agency. This may be difficult, because it is unlikely that practices in the agency will fit exactly 
any one of the images described here. We will therefore try to construct a composite image, indicating to what extent specific 
images are present. Make the composite image visible on the answer page. If you think there are additional elements, add 
them at the bottom of the page. 


Task 2: Asa second task in the group session, indicate on the same answer page the kind of composite image that you 
think would best support the composite image of the State that was constructed earlier in the day as being desirable for 
government and society. The idea here is to determine what kind of composite audit strategy would best support such a 
government and society. 


Task 3: After the discussion period, an individual from each group will report back to the plenary session, explaining briefly 
the two composite images constructed by the group — actual (as practised now) and preferred (as best supporting the desired 
government and society). 


Answer Page for “Self-Images for Auditors” 


Question 1: To what extent does the described image exist in our society? 
Question 2: To what extent would we like it to exist? 


Not at all Very much 
1 2 3 4 5 6 i 


Whistle blowers, who focus on fraud 
and abuse 


Cost cutters, who focus on least cost 


Archivists, who verify transactions and 


accounts 
les : : ; 
Detectives, who identify waste and 


weaknesses 


Overseers, who impose more controls 


Catalysts, who help maximize efficiency 


Partners in learning, who create greater 
value for money 
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yet specific enough 
to let people make 
meaningful choices 
in much smaller 
groups, and even 
individually. For 
some of the material 
in the handout 
“Images of the 
State”, | am indebted 
to Torben Beck 
Jergensen of the 
University of 
Copenhagen, 
Denmark (from the 
essay “Models of 
Governance and 
Administrative 
Change’, which 
appears in Kooiman 
(ed.)., Modern 
Governance — New 
Government-Society 
Interactions, London: 
Stage, 1993). The 
handout is 
self-explanatory and 
is reproduced as 
Exhibits 3 and 4. 


The second handout needed to encourage people in the 
workshop to think about themselves as members of the 
State’s supreme audit institution and how they see that 
institution. They would discuss to what extent a certain 
image exists at the present time, and to what extent it 
should exist in the future. In designing this handout, I 
drew on the works of Professor Mark Moore of the 
Kennedy School of Government at Harvard University 
(“Junkyard Dog or Man’s Best Friend?”’) and Professor 
Helmut Klages, Chair, Sociology of Organizations, 
Research Institute at the Post-Graduate School for 
Administrative Studies in Speyer, Germany (many 
personal conversations and joint projects). This handout 
is reproduced as Exhibit 5. 


A large sculpture in front of the Commission on Audit building shows auditors painstakingly checking reams of 
records. Here, Otto keeps them company as they toil. 


Self-Images for the Future 


The results of the discussions revealed that the auditors’ 
existing image of the State was essentially that of a 
“Regulating State”. What they wanted to see the country 
become, though, was a much more “Developmental 
State” and a “Future-oriented State.” 


The results of our session on the audit agency were even 
more remarkable. After a spirited interchange, the group 
members indicated that they saw themselves and their 
agency predominantly as “whistle blowers” and 
“archivists”. What they wanted to be in the future, 
however, were “catalysts, who help maximize efficiency” 
and, even more, “partners in learning, who create greater 
value for money”. 
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Continuous 
Audit Report 
Writing Revisited 
Leveraging the 
Investment 
through Client 
Briefing Sessions 


by Michael Ryan 


“| didn’t invite you here...” 


You could have cut the tension with a knife. Nothing 
during the opening meeting of the audit examination of 
one of Canada’s leading research and development 
establishments gave the least inclination that the audit 
team was welcome. 


After half an hour of emphatically negative body 
language, the Director General frowned menacingly, 
stopped the proceedings, and said: “I didn’t invite you 
here — you invited yourselves.” 


Eight days later, a successful briefing session with the 
same Director General ran long past the 60 minutes 
allotted. Why? 


Perceived added value provides one explanation for the 
change of heart observed during the multi-entity science 
and technology audit reported by the Office of the 
Auditor General in its 1994 Report. 


Field briefings leverage the material investment of audit 
time and money by the audit office — not to mention 
costs of the client organization in hosting an audit 
examination field visit. 


Briefing client organizations in a timely fashion allows 
the client to immediately address needed improvements 
in accountability and government operations, thus 
helping to realize that aspect of the Office mission. 
Briefing also provides added value to the audit process 
by testing early versions of audit report form and 
content. 


Briefing is a crucial step in the continuous report writing 
approach to value-for-money audit that I described in 
my Opinions article of 1993 (Vol. 11, No. 1). That 
article described an approach featuring evolving drafts 
of the audit report based on periodic extraction of 
evidential components from material collected during 
the survey and examination phases of the audit. 


Preview 


This article describes the evolution of the field briefing 
process used during recent science and technology 
audits conducted in Australia and Canada. The article 
addresses development of the form and content of the 
briefing speech, its presentation, documentation of client 
reactions and use of the resultant material as evidence 
and as a basis for final reporting. A description of 
benefits to both the client and audit office concludes the 
article. 


Evolution of the Briefing 


At the request of science executives subject to audit 
during the Australian audit of science and technology 
management in the Commonwealth Scientific and 
Industrial Organization (CSIRO), the audit team 
initiated a half-hour briefing after each field audit visit. 
This approach evolved from an earlier version used 
during the Royal Canadian Mounted Police federal 
policing audit in 1989. 


During the initial half-hour briefing sessions in CSIRO, 
the team fed back key deficiencies that it had observed 
against criteria, adding impressions and any suggestions 
that might be helpful. News of the briefings spread, and 
executives of other establishments came to expect the 
same sort of sessions. By the end of the examination 
phase, two-hour briefings became more and more 
common. 


Continuous report writing: 


calls for the audit team to work evidence continually 
and make meaningful adjustments to the report text 
and the methodology; 

functions most effectively in a deductively organized 
audit anchored around audit criteria; 

requires that adequate processing time be built into 
examination schedules to maintain awareness of 


evidence collected mid-stream; 

reduces the risk of over-auditing by allowing for 
periodic adjustments of the audit scope and 
methodology, significantly shortening and sharpening 
the examination period; and 

works best when management buys into the approach, 
understanding its nature, logistics and advantages. 
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We carried out a similar process during the Canadian 
multi-entity science and technology audit and again 
enjoyed a positive response. So, how did we conduct 
field briefings? 


Procedures 


The briefing usually took place on the final afternoon of 
the field visit. The audit team asked the senior executive 
to attend the session alone or with staff members. One 
brave individual brought his superior; most brought a 
number of subordinates; others saved face by coming 
alone or bringing only their second in command. 


On the afternoon of the last day of the field visit, the 
team reviewed a topic list generated from the criteria 
and methodology and jotted down observations under 
each topic. This information was then worked into a 
stock speech format featuring an introduction, main 
body and conclusion. 


Introduction to the Briefing 


The introduction served to 


@ thank the entity for its co-operation, noting any 
examples of hospitality and kindness provided to 
the audit team; 


@ comment on the genuine interest of the team 
members in the work conducted by the 
establishment, noting specifics and any relevant 
prior laboratory experiences of team members; 


e@ inform the client that the audit team was trying to 
leverage the investment in the time and out-of-pocket 
expenses of both the audit office and the client; 


@ indicate that the team wanted to use the opportunity 
to share its findings, observations and impressions, 
confirm its understanding, obtain feedback and allow 
the organization to get a head start in solving the 
problems identified (the attitude of the Australian 
and Canadian teams was that if the problem could be 
solved before reporting time, so much the better); 


@ confirm client understanding of the role of the audit 
office; 


@ establish the credibility of the audit methodology 
used, leaving the impression that the forthcoming 
inductively developed audit report — anchored on 
extracted evidence — would be rock solid; 


@ confirm the auditors’ understanding of constraints 
in the environment surrounding the establishment; 
and 


@ describe next audit steps and any future 
communication. 


The transition into the body of the presentation set a 
positive tone, commenting on best practices noted in the 
entity and reducing fear of future public reporting; 
material eventually published was quite highly 
abstracted and excluded much of the detail presented in 
the briefing session. 


Main Points of the Briefing 


The presentation usually followed the life cycle logic 
inherent in the criteria, addressing 


@ the science establishment’s overall management 
system and its fit with the corporate system; 


@ the life cycle of “nested” management subsystems 
within the establishments (program, project, 
business and resource management subsystems); 


@ specific cases such as projects, collaborations and 
partnerships; and 


@ helpful hints and suggestions picked up in other 
parts of the corporate entity, in other organizations 
and in other countries. 


During this frank phase, the audit team took detailed 
notes of the reactions of the establishment executive and 
later added these to the briefing draft. 


Conclusion of the Briefing 


The conclusion served to summarize main points, 
describe next steps and again express gratitude for the 
co-operation of establishment personnel. The session 
ended with an offer to be available for future 
consultation if required. 


In Australia, that offer was taken up three times — twice 
to brief institutes housing divisions that are being 
audited and once to review, in a consulting capacity, the 
business development activities of a division outside the 
audit scope. 


During both audits, the audit team had the advantage of 
e identified matters of potential significance; 
@ elaborate criteria; and 


@ detailed interview grids, analysis routines and 
document search lists. 


We also had expectations of probable deficiencies 
gleaned from team member experience in prior science 
and technology audits. 


Benefits of the Briefing 


Benefits to the Client 
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The first benefit to the client from a briefing in the field 
is knowledge of the audit team’s unprocessed findings 
and observations. The client does not have to live with 
uncertainty about findings that might emerge months 
later in the public domain. 


With knowledge of the tentative findings, the client may 
manage initial dissemination of information about 
deficiencies within the corporate environment. The 
briefing provides the opportunity to advise and inoculate 
corporate management in a way that moderates damage 
to the establishment. It also allows management to point 
out improvements that have been initiated in response to 
the auditors’ findings. 


Benefits to the Audit Office 


Readiness to provide a briefing has several advantages 
for audit staff: 


@ Knowing that a full briefing will follow an 
examination “makes the audit pill go down easier” 
and reduces hostility. 


@ Knowing that the time has been taken to prepare a 
20-page typewritten brief — optional additional 
work for the audit team — sends a clear message 
that the team wants to be constructive and helpful, 
not just to fulfil its mandate to report to Parliament. 


@ Willingness to expose itself to any challenges that 
management may launch contributes to the perceived 
professionalism and credibility of the audit team. 


In our experience, news of this open, helpful, 
“no-surprises” approach to audit travels in advance of 
the audit team and serves to facilitate entry into other 
establishments. The content of briefings contributes to 
the dialogue within science organizations, thus 
improving corporate support to operations. 


Developing and delivering the briefing serves as a “dry 
run” and a field test of a potential reporting format and 


content. Report development thrives on such a thorough 
reality testing. 


The briefing session provides a first clearing of findings 
with client feedback. The briefing document itself, 
including client responses, becomes a critical component 
of the audit evidence, supplemented by the interview, 
documentary and analytical materials collected. 


Nolo contendere! 


Nolo contendere (“no contest”) — a phrase borrowed 
from the American judicial system — characterizes the 
positive client response, in both Australia and Canada, 
to reports built up inductively and progressively from 
evidential components and exhaustive briefings. 


Outside of some interpretative feedback, rarely have the 
facts developed by the continuous report writing method 
been challenged. In fact, this method — with its 
co-operative field briefing process — makes 
value-for-money audit a win-win situation for all parties.* 


Thematic Tagging in a Database 


Continuous report writing results from an extensive process of indexing collected materials, extracting, abstracting and 
categorizing the evidence against themes anchored in the criteria, and developing a narrative describing the results. 


Prior audits used computer-based categorization and analysis to facilitate this process; both of these methods are described in 


my article in Opinions, Vol. 11, No. 1, 1993. 


To improve the process, the 1993-1994 Science and Technology audit used a two-letter thematic tag to store and retrieve 
information on materials collected by means of the WordPerfect database function. Examples of topical categories include ‘SP’ 
for strategic planning, ‘OP’ for operational planning and ‘AR’ for annual reporting. The themes grew from a topical checklist 
based on audit criteria; the checklist was originally developed for briefing and debriefing clients. 


The thematic tag was an add-on to the core indexing system that identified all materials by 


@ research establishment; 
@ type of audit material (audit methodology, interview, 
working paper or document); 


® document number; and 
@ page number. 


Recovering materials with a given tag from the database provided all materials collected on a given audit topic within or across 
research establishments. 


This step set the stage for the next phase — extracting and abstracting the evidence from each of the materials collected. The 
abstract consisted of a short narrative describing the evidential component of each interview note, working paper and document 
arrayed against the topic. 


Evidence elements were then further grouped by subthemes and described by narrative. For example, subthemes for strategic 
planning included definition of the present environment, projection to the future and realizing the future. All evidence related to 
each of the subthemes was arrayed against criteria, and the results were described in the text. 


Later ae involved separating the narrative from the evidence and polishing project reports, management letters and chapters 
as required. 
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strengthening Legislative Audit 


Institutions 


A lool for Good Governance 


by D. Larry Meyers, Vinod Sahgal and Ernie Glaude 


Deputy Auditor General Larry Meyers (right) discusses 
strengthening legislative audit institutions in developing countries 
with Foreign Affairs Principal Vinod Sahgal (centre) and Audit 
Manager Ernie Glaude (left). 


Introduction 


Governance — a cornerstone of development 
co-operation policy — is inextricably linked with 
accountability. Both donors and recipients are under 
pressure to provide accountability for the proper use of 
funds. This paper discusses the role of legislative 
auditing in this context and describes the potential of 
strong supreme audit institutions (SAIs) in developing 
countries to be powerful instruments for promoting 
good governance. 


Funds allocated by international development agencies 
to support supreme audit institutions have so far been 
relatively small and their impact minimal. The full 
potential of SAIs as agents for improving the quality of 
the public sector has not been understood or exploited, 
in part because of weaknesses in the role played by 
SAIs in many developing countries. The emerging 
international consensus on the need to emphasize 
“good governance” and to build democratic institutions 
suggests that the attitude toward SAIs also needs to 
change. Donor countries need to consider placing a 
greater priority on funding projects that strengthen 
legislative auditing institutions in developing countries. 


The efficient and effective stewardship of public 
finances is fundamental to good governance. SAIs are 
increasingly involved in examining major issues of 
value for money and are uniquely suited to provide 
independent views on the quality of public sector 
management and the extent to which the bureaucracy 
operates within stated authorities. When well equipped 
with the right resources, SAIs can serve the donor 
community by examining and making transparent the 
performance of projects and programs they have 
funded. The overall objective is to improve the 
sustainability of development projects and programs. 
It is in the interest of the donor community to fund the 
strengthening of SAIs in developing countries. The 
international financial institutions are ideally situated 
to take the lead. 


In this context, Canada has recently documented the 
role of legislative auditing, including substantive 
arguments in favour of funding by the foreign aid 
community to improve the effectiveness of SAIs in 
developing countries. Many officials of donor agencies 
may not have sufficient knowledge of the SAIs present 
and their potential role in governance and 
development. Similarly, many SAIs may not be aware 
of the questions that could be raised and the reforms to 
which they and their governments could be expected to 
commit themselves if they seek financial support from 
international aid agencies for training and technical 
assistance. That awareness is essential because donors 
and lenders are increasingly inclined to place specific 
conditions on projects before approving aid to them. 
Development co-operation requires a mutual 
understanding of the key conditions that support 
development. 


What Does Governance Mean? 


Governance is generally defined as the exercise of 
power in the management of resources. It involves the 
nature and extent of authority, and the control and 
incentives used to deploy human and other economic 
resources for the well-being of the general public. The 
Institute on Governance (a non-profit, private 
organization founded in Ottawa in 1990) defines 
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governance as “the way society organizes itself to 
address public interests”. The World Bank defines 
governance at the country level as “the management of 
a country’s economic and social resources for 
development”. 


A democratic constitution, with transparency and 
public participation in decision making, is a good 
starting point. 


From an administrative viewpoint, good governance 
demands sound public administration of bureaucracies 
and the policies they carry out. To be fully effective, 
public administration should support public policy. 
Thus, the two go hand in hand in the process of making 
government more transparent, accountable and 
service-oriented. Supreme audit institutions are one 
important component in this process. An effective 
judiciary and public service agencies that promote and 
protect the principle of merit also advance good 
governance. Multilateral donors and lenders place 
special emphasis on these aspects of governance. 


From a political perspective, governance also 
encompasses respect for human rights and adherence to 
democratic principles. A free press, independent 
election commissions and civil service commissions 
are other important components. Bilateral donors pay 
special attention to those aspects in the context of 
promoting effective governance. 


What Does Transparency Mean? 


Transparency is a key aspect of sound public 
administration. Governments have a moral, and often a 
legal, responsibility to report periodically on their 
performance. Those from whom they receive their 
authority and those to whom they provide a service 
have a right to know. The essential principle that must 
be maintained is the need for the business of 
government to be transparent. Some argue that 
transparency allows the rays of light to enter the inner 
sancta of government, which can help significantly in 
“sanitizing” the management of the public interest. 


Transparency focusses on public reporting with the 
objective of making what governments do more 
visible, holding them accountable for the way they 
exercise authorities conferred on them and for meeting 
expectations they themselves have created. The cost of 
failing to be transparent, ignoring the limits to 
authority and underestimating the power of governing 
bodies can be high. A lack of transparency can lead to 
mistrust, election losses and governance that is not in 
the public interest. 


On the other hand, transparency is a way to get full 
credit for achievements. For example, information on 
program effectiveness can be useful in enlisting public 
support for programs. The high cost of government 


services today and the continuing demand for those 
services mean that governments need to be efficient 
and point out where and how costs can be reduced. 
Transparency is not an exposure of failure or success, 
but an opportunity to reveal what it costs to provide 
services effectively. This is clearly in the public 
interest. 


In summary, transparency is a powerful tool to promote 
accountability for the effective stewardship of funds by 
those entrusted with the responsibility for public 
moneys. 


What Is the Link Between 
Governance, Accountability and 
SAlIs? 


Political leaders are ultimately responsible to the 
people for their government’s actions, and this means 
there must be full respect for accountability for 
stewardship within government. Accountability 
basically means holding public officials responsible for 
their actions, including the provision of appropriate 
information to the legislature. 


Accountability and sound public sector management 
are important aspects of good governance. Supreme 
audit institutions, or national audit offices as they are 
often called, promote transparency and accountability, 
which, in turn, support good governance. 


The argument put forward in the following section of 
this paper is that strong SAIs promote transparency and 
accountability. Transparency of government programs 
and operations enables the legislatures of their 
respective countries to hold government accountable; 
government accountability will promote good 
governance. 


What Is the Relationship Between 
Governance and Development? 


Development requires leaving behind something of 
value that is sustainable after aid funding terminates. 
In the context of development assistance, good 
governance has been defined as the provision of a 
favourable political, social and economic environment 
in which sustainable and equitable development can 
take place. A solid legal framework and strong 
institutions that promote government’s accountability 
to its citizens are now recognized as significant 
components of sustainable development. 


Good governance is synonymous with the sound 
management of development. The key elements of 
governance — promoting transparency in the 
operations of government, and accountability to 


Opinions 32 


parliamentarians and other governing bodies — are 
also elements of sound development management: 
accountability, publicly known rules, information and 
transparency. 


The Auditor General of Canada recently conducted an 
audit of Canada’s international development activities. 
He pointed out that accountability is central to their 
program effectiveness, as is the quality of management 
employed to deliver development assistance. When the 
public sector capacity to manage the economy and 
deliver public services is weak, the prospects for 
development are poor. Structural weaknesses in public 
sector institutions make self-reliant development very 
difficult. Unless ways are found to strengthen 
institutional capacity, there is risk of diminishing 
returns on any other investment. 


Many development agencies have recognized that there 
is no certainty that institutional capacity conducive to 
growth and poverty alleviation will evolve on its own. 
If frameworks that help create capacity are to emerge, 
incentives and adequate funding are needed to develop 
and sustain them. Donors and lenders are increasingly 
involved in helping developing countries build those 
frameworks and develop the much-needed capacity. 
SAIs should be identified as an important element of 
the frameworks. 


What Is Legislative Audit? 


Auditing is first and foremost a function that serves 
accountability. It can be one of the most cost-effective 
methods for promoting transparency and openness in 
the way governing bodies operate and improve their 
performance. The need for public reporting on the 
effectiveness and efficiency of government is 
fundamental to good government. 


The objective of serving accountability is not to assign 
blame but to discover why something went wrong, 
what can be done to rectify it, and how its recurrence 
can be prevented. The behavioral impact of auditing 
starts well before the audit. Many managers begin to 
change their actions as much in anticipation of an audit 
as after its completion. In that sense, a 
well-performing independent audit function is central 
to democracy; it is a powerful voice that can speak 
truth to power. 


Audit can help combat corruption and serve as a potent 
deterrent to waste and abuse of public funds. For 
example, audit can help restrain any tendency to divert 
public resources for private gain. It can also help 
establish a predictable framework of law and 
government behaviour conducive to development, 
reduce arbitrariness in the application of rules and 
laws, and simplify administrative procedures, 
particularly where they hinder the smooth functioning 
of markets. Audit can also expose the public to 


excessively narrowly based or nontransparent decision 
making that is clearly not in the public interest. 


Thus, auditing serves as an essential instrument for 
development in promoting good governance by 
improving public sector management. Any supreme 
audit institution that provides high-quality audit 
services clearly has the potential to assist its legislature 
and other governing bodies in holding the government 
accountable for its stewardship of public resources. 


The role of the auditor, in our view, is to promote good 
government in this changing world. 


What Are Some of the New 
Dimensions in Public Sector Audit? 


Legislative auditors are moving with the times. They 
are in the business of forming opinions and, more 
important, they are potential opinion makers in the 
areas of public sector reform, productivity and 
innovative societies. 


Public sector reform. Around the world, the 
international financial institutions are playing a key 
role in encouraging structural changes in the public 
sector to improve governance. In addition, the 
budgetary situation in many countries, both 
industrialized and developing, is forcing governments 
to re-examine the role of the public sector, improve its 
efficiency and explore ways to “reinvent” (as officials 
say in the United States) government. 


Many countries have already introduced measures to 
improve public sector management. The current 
emphasis is on reducing the size of the public sector, 
changing the composition and quality of expenditures, 
and making systemic improvements, with a new 
management philosophy with emphasis on incentives, 
decentralization, and the detection of fraud and 
corruption. For example, the United States is 
emphasizing improved financial management in 
spending agencies. The performance of public 
enterprises is under increased scrutiny in India. 
Accounting and financial reporting has been upgraded 
in New Zealand. Canada is considering fixed assets 
accounting, environmental auditing and increased 
devolution of authority from central agencies to line 
departments. 


Information technology. The Comptroller General of 
the United States has recently pointed out that modern 
information systems offer government unprecedented 
opportunities to provide higher-quality services, 
tailored to the public’s changing needs and delivered 
more effectively, faster and at lower cost. Moreover, 
they can enhance the quality and accessibility of 
important knowledge and information, both for the 
public and for government managers. SAIs have a 
potentially major role to play in the effective use of 
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information technology. This area is likely to grow 
rapidly in the years ahead. 


Maintaining credibility. In many countries, SAIs 
enjoy high credibility in the eyes of the public, which 
has already placed a good deal of faith in reform. As 
an extension of that faith, SAIs are ideally positioned 
to report periodically on the progress made by their 
governments in the area of reform. They are also 
favourably placed to monitor how changes are 
occurring, to develop recommendations to make reform 
more effective and, most certainly, to make the 
management of change as transparent as possible. 


A growing area of interest is the need to strengthen 
management of international organizations. It is believed 
that global issues call for global management. The 
credibility of many such organizations is a public issue 
and a challenge to SAIs. Thus SAIs could become 
recognized as a key instrument for maintaining and 
enhancing credibility of the state in the public’s eyes. 


What Is Needed to Upgrade the 
Quality of Legislative Audit? 


A key point made in this paper is that the efficient and 
effective stewardship of public finances is fundamental 
to good governance. To achieve that objective, a 
country must have a supreme audit institution that is 
properly equipped with the necessary tools and means 
to carry out its mandate effectively. This becomes 
more critical as the state expands its activities into the 
social and economic sectors and thus operates beyond 
the limits of the traditional financial framework. 


Reorient audit toward an examination of 
results-based performance. Many supreme audit 
institutions continue to place far too much emphasis on 
compliance with detailed rules and regulations. A 
growing number of legislative auditors believe that this 
emphasis must change. While legislative authorities 
will remain important in the parliamentary control 
framework, managerial flexibility requires 
simplification of rules and regulations and further 
delegation of authority to those entrusted with the 
stewardship responsibility. In Canada, for instance, the 
reform of the public sector (PS 2000) envisions a more 
results-oriented public sector management with an 
emphasis on accountability for results and a value 
system that encourages prudence and probity, not rules 
and regulations. Essential controls are to be retained, 
but managers are encouraged to innovate, to take risks 
and to be prepared to answer for their decisions. In this 
environment, SAIs can encourage the challenging of 
rules and regulations that may have become 
counterproductive. 


Improve information technology. The advent of 
modern communications gives us an opportunity to do 
things differently. It is evident that the evolving role of 


information technology (IT) within the public sector 
will require greater technical skills and capabilities. 
Those skills will be needed not only by those who will 
develop, operate and support the new applications, but 
also by all staff who must plan for and function in the 
modern technological environment. 


Harness the potential of IT for increasing economic 
efficiency. The computer is a powerful tool that 
enables SAIs to improve their efficiency in auditing 
automated systems, or to automate the audit itself. The 
introduction of cheaper computer technology and the 
development of compatible, audit-oriented software 
will improve computer support for audit staff. 
However, the use of computers in the SAIs requires 
careful planning and analysis of their audit needs, and 
consideration of costs and benefits. In addition, all 
aspects of security must be considered, including the 
possibilities of system failure and computer crime. 


What Are the Key Benefits of 
Strengthening SAls? 


Strengthened SAIs offer significant benefits to both the 
developing countries and the donor community. 


Improved quality of information for decision 
making. For example, the quality of financial 
information is a key factor in enhancing transparency 
and accountability and thereby assisting strengthened 
governance. The benefits of strong SAIs include 
improved financial information to promote better 
resource allocation, management and control at various 
levels of government. One key result is improved flow 
of fiscal information for macro-economic management. 


Good accounting and auditing are increasingly 
recognized as important factors in judging the capacity 
of a country to absorb international development 
assistance programs and projects — that is, to 
implement them successfully. 


Many SAIs have been instrumental in urging their 
governments to improve accounting and budgeting 
processes and reports to their legislatures. SAIs are 
now widely viewed as catalysts for improving 
accounting policies, procedures, public accounts and 
internal controls of public expenditure and revenues. 


Improved use of development assistance funds. This 
aspect is of direct interest to the donor community. 
Development is a high-risk business. Donor agencies 
need assurance that their funds earmarked for 
economic and social development programs and 
projects are used by recipients for the intended 
purposes and are accounted for fully. Taxpayers, of the 
donor as well as the recipient country, are also 
demanding assurance of accountability for 
development funds. 
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Effective audits enhance project management by 
disseminating lessons learned on a timely basis. 
Thus SAIs can be a valuable independent source of 
information to donors on the quality of financial 
management and control in the recipient country. 
The worldwide network of auditors can facilitate the 
sharing of knowledge on which management 
approaches work and why they do. In this regard, 
they can help donors assess the capacity of recipient 
institutions to deliver their programs before they 
commit funds, thereby preventing the funding of 
projects and programs that are unlikely to succeed 
because of bad financial management. At the same 
time, they help the recipient institutions strengthen 
their capacity to undertake development projects, by 
the timely highlighting of areas for improvement. 


In summary, SAIs are ideally suited to promote the 
interests of the international development community. 
They can help both borrowers and donors meet their 


accountability to their own taxpayers for proper use of 


funds. 


Conclusions 


1. The efficient and effective stewardship of public 
finances is fundamental to good governance. 


2. SAlIs play an important role in promoting 
accountability and transparency and, therefore, 
good governance. 


3. SAIs’ emphasis on audit work is likely to evolve 
from a compliance focus to a results orientation. 


SAIs are uniquely suited to provide independent 
reviews of the quality of public sector management 
and the extent to which the bureaucracy operates 
within stated authorities. 


The role of SAIs as catalysts in promoting 
appropriate use of information technology is 
beginning to emerge. Development in this area 
will require a significant investment of financial 
and human resources. 


When well equipped with the right resources, SAIs 
are able to serve the donor community by 
examining and making transparent the 
performance of projects and programs they have 
funded. The overall objective is to improve the 
sustainability of development projects and 
programs. 


It is in the interest of the donor community to fund 
the strengthening of SAIs. There are three major 
benefits: first, improved public sector 
management; second, improved use of 
development assistance funds; and third, improved 
accountability of international development 
agencies to their own member governments. 
However, SAIs and their governments must make 
a commitment to improvement, which must be 
backed by their own legislatures. 


Governance has become a cornerstone of 
development policy; it is timely to upgrade the 
priority for funding projects aimed at strengthening 
SAIs in developing countries.* 
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Tabling Day and Media Response to 
the 1994 Report 


by John Zegers 


Steve Madeley (right), host of CFRA’s morning open-line radio show, fields 
questions from listeners for Auditor General Denis Desautels, following the tabling 
of the 1994 Report. 


Media Lockup 


The Office of the Auditor General 
of Canada gives the media an 
opportunity to study the annual 
Report before it is tabled in the 
House of Commons. This is done 
each year through a media lockup 
that begins at 9:00 a.m. and ends at 
2:00 p.m., just prior to tabling. 
According to the rules of the 
lockup, the media representatives 
can arrive any time after 9:00 a.m., 
but once there, they are required to 
stay until 2:00 p.m. This allows 
journalists to prepare their stories, 
but keeps them from filing their 
news items before the Report is 
tabled in the House and becomes 
public information. 


In 1994, 104 representatives from 
the media attended the lockup. 


Most of these were journalists, but 
a few cameramen and other 
technical staff also attended. 


The journalists came from a wide 
variety of media: radio (individual 
stations, networks and news 
services); television (networks and 
individual stations); and print 
media (individual newspapers, 
news services and specialized print 
media, such as scientific 
publications). 


Report Format 


The Office provides the media with 
the annual Report in several 
formats and with related material. 
The Report itself — along with the 
main points summary — is 
available in hard copy and on 
diskette, in both French and 
English. A CD-ROM is available 


that contains annual Reports from 
1975 through the current year, so 
that journalists can search for 
information on specific issues 
reported both in previous years and 
in the current one. In addition, two 
videos were available for the media 
in 1994: One contained Report 
highlights and, in the second video, 
called Making a Difference, the 
Auditor General discussed some 
important issues that did not appear 
in the highlights video. These 
videos could be viewed in the 
lockup and bought by the networks 
if they wanted to use portions of 
them. 


New Means of 
Communicating the OAG 
Messages 


Our Office is always looking for new 
ways to communicate our messages 
to our various stakeholders. In the 
last two years, we have added other 
means of publicizing our Report on 
tabling day. 


For the 1993 Report we produced, on 
an experimental basis, 5 news 
releases that summarized the key 
messages of a particular chapter or 
audit observation. That number was 
increased to 14 for the 1994 Report. 
In the future, beginning with the first 
periodic report in May 1995, we 
expect to prepare news releases on 
each chapter. 


For the 1994 Report, we also 
prepared several short news 
releases for radio broadcast. These 
were accompanied by an audio tape 
with brief clips of the Auditor 
General’s comments on the issues 
raised in the specific chapter. 
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All news releases were available in 
French and English, in hard copy 
and on diskette. 


In 1994, for the first time, the 
Office wired the news releases to 
315 news outlets across Canada, 
immediately after tabling. In this 
way, media that were not 
represented in the lockup were 
reached directly. 


At 4:00 p.m. on tabling day, the 
Auditor General met the media in 
the theatre of the Parliamentary 
Press Gallery. This meeting, which 
was televised live by CBC 
“Newsworld” this year for the first 
time, gave journalists the 


opportunity to question the Auditor 
General directly on issues of 
particular interest in the Report. 


Prior to 1993, the Auditor General 
made no statement to the media 
when he met with them on tabling 
day. He simply answered their 
questions. However, for the 1993 
and 1994 Reports, the Auditor 
General began his meeting with the 
press by presenting a short 
statement. This practice allows him 
to provide context for the Report 
and to emphasize certain key 
messages. 


Journalists also had access to all 
chapter authors, who answered 


questions for clarification of the 
audit findings and recommendations. 


As well, the 1994 Report was put 
on the Internet and has, to date, 
been accessed over 9,000 times 
from hosts in Canada and 23 other 
countries. 


These communication initiatives 
have enabled the Office to better 
deliver the messages to more of its 
stakeholders. Studies of further 
methods for publicizing our 
findings are currently under way. 


Attached is a table summarizing the 
media response to the most popular 
issues covered by the Auditor 
General in the 1994 Report.* 


—— 


Most Frequently Cited Segments of the 1994 Report 


Topic 


Revenue (4 chapters) 


Corrections and Parole Board (3 chapters) 


National Defence (4 chapters) 


Food Safety 


Total segments reported 


Social Programs 


Atomic Energy Control Board 
Indian and Northern Affairs 


Science and Technology 


Topic 


Revenue (4 chapters) 


Corrections and Parole Board (3 chapters) 


National Defence (4 chapters) 


by print media 


|___ Real Property (2 chapters) 19 


Tax Incentives for Retirement Savings 14 


Total segments reported 


on TV and radio 


~“ 
a 


Social Programs 

Food Safety 

Indian and Northern Affairs 
Science and Technology 
Real Property (2 chapters) 
Other Audit Observations 


Atomic Energy Control Board 7 


Farm Income Protection 


7 
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Discours et présentations 


Présentation 


Un rapport aux actionnaires de 
Canada Inc.* 


Future Challenges for the OAG* 


Measuring Success* 


A Top-Down Computer Security 
Assessment for Senior Management 


Towards the Millenium: 
Opportunities for Improvements in 
Science Management in Canada and 
Australia 


Conférencier 


Denis Desautels 


Denis Desautels 


Henno Moenting 


Bart Burron 


Michael Ryan 


Devant/lieu 


Le Cercle canadien de Montréal, Montréal 
(Québec) 


Bureau national de vérification de la Suéde, 
Stockholm (Suéde) 


Centre canadien de gestion, Touraine (Québec) 


12° Assemblée annuelle de 1’ International 
Information Systems Security Association, 
Toronto (Ontario) 


Centre canadien de gestion, Ottawa (Ontario) 


Date 


16 janvier 1995 


23 janvier 1995 


31 janvier 1995 


5 avril 1995 


20 avril 1995 
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Discours et presentations 


Présentation 


Government-wide Effective 
Measurement* 


Value-for-Money Audits — 
The Process* 


Diversity in Practice and Culture: 
Program Evaluation in the 


Government of Canada — Managing 
Diversity through a Strategic Focus* 


Current Trends in Auditing 
Effectiveness* 


Accountability Relationships in 
Program Delivery: A Canadian 
Perspective* 


Results-based Auditing* 


Rethinking Policy — The Players 
and the Processes* 


Public/Private Partnering in the 
Management of Real Property* 


External Reporting That Is 
Meaningful, Understandable and 
Accountable* 


La vérification de l’efficacité : 
l’expérience canadienne* 


External Reporting That Is 
Meaningful, Understandable and 
Accountable* 


Audit/Review in a Changing 
Environment* 


Conférencier 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Esther Stern 


Maria Barrados 


Maria Barrados 


David Rattray 


Henno Moenting 


Esther Stern 


Henno Moenting 


Ron Wolchuk 


Devant/lieu 


Société canadienne d’évaluation, 
Ottawa (Ontario) 


Groupe d’étude : Parti réformiste, 
Ottawa (Ontario) 


Société canadienne d’évaluation, 
Québec (Québec) 


Institut des vérificateurs internes, 
Toronto (Ontario) 


IX® Conférence annuelle de gestion financiére 
de I’International Consortium on Government 
Financial Management, Washington D.C. (E.-U.) 


Centre canadien de gestion, Ottawa (Ontario) 


Centre canadien de gestion, Ottawa (Ontario) 


Conférence sur les biens immobiliers, 
Conseil du Trésor, Ottawa (Ontario) 


Institute for International Research, Ottawa 
(Ontario) 


Journées d’étude sur le contréle de l’efficience 
et de l’efficacité dans le secteur public, 
Tunis (Tunisie) 


Institute for International Research, Edmonton 
(Alberta) 


Bureau de |’inspecteur général, Ottawa (Ontario) 


Date 
17 mai 1994 


18 mai 1994 


25 mai 1994 


19-22 juin 1994 


24 septembre 1994 


3-4 octobre 1994 
3 novembre 1994 


17 novembre 1994 


23 novembre 1994 


25 novembre 1994 


7 décembre 1994 


20 décembre 1994 
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Discours et présentations 


Voici une liste des discours et des présentations qu’ont donnés le vérificateur général ou ses représentants. La langue du titre correspond a la langue dans 
laquelle le discours a été écrit. L’astérisque indique que l’on peut en obtenir copie. 


Présentation 


The Government-wide Audit of 
Effectiveness Measuring, Reporting 
and Use* 


Helping Departmental Managers 
Meet Their Objectives* 


Control and Empowerment — Is 
This Really a Question of Balance?* 


Auditing Program Evaluation* 


Effectiveness Evaluation and 
Audit Reform in Canada* 


Effectiveness Evaluation and 
Audit Reform in Canada* 


Excellent Organizations Provide 
Excellent Performance* 


Program Evaluation from the 
Perspective of the External Auditor* 


Effectiveness Auditing in the 
Office of the Auditor General* 


Measuring and Evaluating Ongoing 
Customer Service* 


Transforming the Government 
into a Learning Organization* 


Evolution of Economy, Efficiency 
and Effectiveness Audit — Attributes 
of Well-Performing Organizations 


The Many Aspects of Women 
as Managers* 


Conférencier 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Maria Barrados 


Esther Stern 


Esther Stern 


Devant/lieu 


Société canadienne d’évaluation, Ottawa 


Chefs des services d’évaluation, 
Cornwall (Ontario) 


Conférence de la COLA 
Fredericton, (Nouveau-Brunswick) 


Australian Audit Office 
Canberra (Australie) 


Australian Evaluation Society, 
Melbourne (Australie) 


The Audit Office, Wellington 
(Nouvelle-Zélande) 


Congrés de |’ IPAC de 1992, 
Winnipeg (Manitoba) 


Gendarmerie royale du Canada, 
Ottawa (Ontario) 


Conférence devant les étudiants en administration 
publique de l’Université de Guelph, 
Guelph (Ontario) 


Institut canadien, Ottawa (Ontario) 


Institut canadien, Ottawa (Ontario) 


Conférence internationale sur la gestion 
financiére et la reddition de comptes dans le 
secteur public, New Delhi (Inde) 


Conférence internationale sur la gestion 
financiére et la reddition de comptes dans le 
secteur public, Table ronde, New Delhi (Inde) 


Date 


29 avril 1992 


18 juin 1992 


7 juillet 1992 


30 juillet 1992 


31 juillet 1992 


10 aout 1992 


1° septembre 1992 


6 octobre 1992 


29 mars 1993 


20 septembre 1993 


9-10 mai 1994 


8 février 1994 


9 février 1994 
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